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SMALL BUSINESS PROBLEMS IN FOOD DISTRIBUTION 


MONDAY, JUNE 22, 1959* 


Howse or REPRESENTATIVES, 
SuscomMMiITTEE No. 5 on Foop DistrreuTion PRospLEMS 
OF THE SELEcTt ComMiIrTreE To Conpucr A STUDY AND 
INVESTIGATION OF THE PROBLEMS OF SMALL BusINEss, 


Washington, D.C. 


The subcommittee met, pursuant to call, at 10: 15 a.m., in room 1304, 
House Office Building, Hon. James Roosevelt (chairman of the sub- 
committee) presiding. 

Present : Representatives Roosevelt, Brown of Missouri, McCulloch, 
and Avery. 

Also present : Everette MacIntyre, general counsel; Jane Hicks, re- 
search analyst; Marie M. Stewart, clerk; and Victor P. Dalmas, 
adviser to minority members. 

Mr. Roosevett. The subcommittee will come to order, please. 

It is my pleasure to welcome you here today on behalf of Subcom- 
mittee No. 5 of the House Small Business Committee. 

This is the first day of hearings in the subcommittee’s study of the 
food industry, which will continue through this week and are expected 
to be resumed on July 7. 

We appreciate the time which has already been given by many of 
you in assisting us to prepare for these hearings, and in coming to 
present facts to us as witnesses. We hope that the results of this study 
will make your time well spent. 

When the program of the Subcommittee No. 5 was announced earlier 
this year, it was noted that complaints and allegations had been 
brought to the committee by small businessmen in the food industry, 
that there has been undue concentration of economic power and un- 
fair competitive trade practices existing in this field. The small busi- 
nessmen contended that these conditions and practices presented a 
threat to the growth and survival of a healthy small business com- 
munity. 

As a subcommittee interested in distribution, this problem concerned 
us, and we determined that this very vital area of food should have 
intensive study. 

The importance of the food industry to the American public is 
obvious to us all. It is the largest single industry in our economy 
today. It is a $50 billion business. The changes which have occurred 
within it have affected the economic life of all those who have any 
connection with it. 

The corner grocery store, for instance, has disappeared from the 
neighborhood and is being replaced by vast supermarkets. New prod- 
ucts, frozen foods, and different concepts of marketing have changed 
the food industry drastically. 





1 Executive hearing of June 19, 1959, is inserted in the record at pp. 3-388. 
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In the period from 1948 through 1958 the total amount of annual 
sales through foodstores rose from about $31 billion to more than $53 
billion; the number of merchants engaged in food retailing declined 
sharply. About 10 years ago more than 400,000 foodstores were in 
business. The 1954 census showed that less than 350,000 stores were 
engaged primarily as food retailers. 

The number of large retail food chains declined from 278 to 77, and 
less than 35 percent of these accounted for 77 percent of the total 
food chain sales. 

The Progressive Grocer—a trade magazine—published statistics 
showing that in 1958 the dollar volume of sales by retail food chains 
accounted for more than 39 percent of the total. The Progressive 
Grocer defines a chain as 11 or more stores. If chains were defined as 
four or more stores, they could then account for approximately 43 
percent of the total retail food business in the country. 

These are a few of the facts which indicate to us that there was much 
to be learned from those who are working in the present-day food 
industry. 

We are also concerned in a large way in the price of food paid by the 
housewife. Why are prices different for the same commodity in dif- 
ferent parts of the country? What has happened to the farmer’s 
income? It is our hope that information presented to the subcommit- 
tee during these and future hearings will give us some of the answers 
to these questions. 

If small businessmen are having problems as a result of this eco- 
nomic concentration, we want to know what the problems are, and 
what we might do to help solve them. We are here to gather facts 
and have no preconceived ideas as to rights and wrongs—if there be 
such—in the situation. 

We are making no charge against any individual, concern, or group. 
We shall continue our investigations and hearings until we feel we 
have information adequate to permit conclusions about the problems 
which have been placed before us. When the facts are in, our sub- 
committee will weigh them, reach conclusions thereon, and report to 
the full committee which, in turn, will report to the House with recom- 
mendations as provided for in the resolution which created the House 
Small Business Committee. 

I might say this morning that we have two witnesses. This after- 
noon we will reconvene at 2 p.m. or as near to 2 p.m. as is convenient, 
and then we have arranged to take one of the evening witnesses, Mr. 
Beaty, and move him up into this afternoon’s schedule, so that we 
will have two witnesses this evening starting at 7 p.m., and we believe 
we can be through by 8 :30. 

At this point, I am going to ask counsel whether he would present 
or move for the inclusion in the public record of information pro- 
vided the subcommittee in executive session on June 19. 

Mr. MacIntyre. Mr. Chairman, I request at this time that the 
subcommittee make a part of its public record the statistical data 
which was received by the subcommittee in executive session on Fri- 
day morning, June 19, 1959. I feel that it would be informative not 
only to the subcommittee but to those who would be looking to the 
record for facts about the grocery and food industry. 
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Mr. Roosrvett. For the information of those present, this includes 
a statement by Mr. Henry Bison, general counsel of the National 
Association of Retail Grocers; testimony of Mr. Mueller, editor of 
the Progressive Grocer; and by Mr. Kenneth Ogren, Chief of the 
Market Organization and Cost Branch, Agricultural Marketing 
Service of the U.S. Department of Agriculture, and Harvey Kailin, 
Chief of the Business Division of the Bureau of the C ensus, Depart- 
ment of Commerce, here in Washington. 

That testimony will be included in the record at this point. 

(The testimony referred to follows:) 


STATEMENT OF ROBERT W. MUELLER, EDITOR, THE PROGRESSIVE 
GROCER, NEW YORK, N.Y. 


Mr. Roosrvett. Mr. Mueller, I am going to turn you over for a 
moment to the tender mercies of our counsel, Mr. MacIntyre, and 
then we will proceed from there. 

Mr. MacIntyre. Before asking the witness to present the material, 
Mr. Chairman, I would like to ask that there be entered in the record 
a statement in affidavit form from Henry Bison, general counsel of 
the National Association of Retail Grocers. It just so happens that 
they are holding a convention in Chicago and he couldn’t present 
it personally here this morning. And it presents two documents, one 
containing considerable statistical material entitled “The Merger 
Movement in Retail Food Distribution 1955-58,” a 4-year study by 
that association. 

And the second one is a copy of the Nielson Researcher, April 1959 
issue, published by the A. C. Nielson Co. of Menlo Park, Calif. And 
Mr. Bison in his affidavit accepts and vouches for the accuracy of 
the material thus submitted. 

Mr. Roosrvetr. If there are no objections, the exhibits will be ac- 


cepted for the record. Perhaps you would like to look at it first, and 
we can proceed. 


(The affidavit is as follows :) 


NATIONAL ASSOCIATION OF RETAIL GROCERS, 
Washington, D.C., June 12, 1959. 
Hon. JAMES ROOSEVELT, 
Chairman, Subcommittee No. 5, Select Committee on Small Business, House 
Office Building, Washington, D.C. 


DEAR CONGRESSMAN ROOSEVELT: In connection with your forthcoming hearing 
regarding problems facing small business concerns in the distribution of food, I 
would like to submit for the record two documents which relate to the matter 
your subcommittee has under consideration. 

Attached herewith is a copy of a 4-year study of the trend toward centralized 
power in America’s major distributive industry entitled “The Merger Movement 
in Retail Food Distribution 1955-58,” published by the National Association of 
Retail Grocers. Also attached is a copy of the Nielson Researcher, April 1959 
issue, published by the A. C. Nielson Co., of Menlo Park, Calif. 

As a representative of the Nation’s community food retailers, the association 
commends the subcommittee for undertaking these hearings. They are certam 
to prove of great value in preserving a healthy competitive climate in the food 
industry. 

Respectfully, 
HENRY BISON, 
General Counsel, National Association of Retail Grocers. 
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District OF COLUMBIA, 88: 


I, Henry Bison, Jr., being duly sworn, depose and say that the attached 
reports have been examined by me, and to the best of my knowledge and belief 
accurately report the true factual situation in retail food distribution. 

Henry Bison, Jr. 

Subscribed and sworn to before me this 12th day of June 1959. 

FRANK X. Gross, 
Notary Public. 

(The report “The Merger Movement in Retail Food Distribution 
1955-58” and copy of the Nielson Researcher, April 1957 issue, will be 
found in the files of the committee. ) 

Mr. MacIntyre. Mr. Mueller, you, I believe, are editor of the Pro- 
gressive Grocer, New York City. 

Will you please explain for the record what the Progressive Grocer 

is? 
Mr. Muetter. The Progressive Grocer is a publication written 
primarily for the retail food industry, but also directed and read by 
virtually every element of the food business, which would include 
manufacturing and distribution as well as retail. 

Mr. MacIntyre. How long has it been published ? 

Mr. Mvuetter. Our first issue appeared in 1922. 

Mr. MacIntyre. And how often is it published ? 

Mr. Mvuettrr. Monthly. 

Mr. MacIntyre. Do you have in mind what its circulation is as of 
now ? 

Mr. Moue.ter. Our circulation will average around 80,000 copies 
per issue. 

Mr. MacIntyre. Largely to the food industry ? 
wi Muetter. Almost entirely, I would say 90 percent to the food 
industry. 

Mr. ec. And what is the nature of the publication, if I 
may ask ? 

Mr. Mvetter. Well, the nature of the publication, or you might 
say the purpose of the publication, is to keep food retailers and food 
distributors informed on what is going on in the business, with par- 
ticular emphasis on how we can help them do a better, more effective, 
more efficient job of running their own organizations. In a sense you 
might call it a merchandising publication. It is devoted primarily 
to the development of better ways to do business within our industry. 

Mr. MacIntyre. How long have you been connected with the Pro- 
gressive Grocer ? 

Mr. Mvetter. I have been with the publication for 15 years. 

Mr. MacIntyre. In your present position ? 

Mr. Mvetter. In my present position for 5 years. 

Mr. MacIntyre. The invitation of the chairman of the subcom- 
mittee asked for your appearance here this morning and requested 
that you bring copies of the Progressive Grocer for you to leave with 
us for inclusion in our record. Do you have those with you? 

Mr. Muetter. I did not bring the publication, that was an over- 
sight on my part. But I did bring our annual reports on what has 
happened in each year in the food business over a span of several 
years, which I thought would be—which will give you the data on 
distribution and retailing that I presume you would like to have. 

Mr. MacIntyre. And they are entitled “Facts in Food and Grocery 
Distribution.” 
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Mr. Mvettier. That is right. 

Mr. MacIntyre. And one for each year for how many years? 

Mr. Muetier. Well, I have them here covering a span of—well, 
starting with the year 1949, which covers the year 1948, and 1951, 
1952, 1953, 1956, 1957, 1958, and 1959. 

Mr. Roosrvett. Mr. Mueller, I notice the years 1954 and 1955 were 
omitted, is that correct ? 

Mr. Murtter. There is no reason for that except that we didn’t 
have an extra copy except our library copy. And we do have extra 
— of these. 

fr. MacInryre. The data in those that you did bring include 
references to material relating to those years that you do not present 
copies for, do they ? 

Mr. Muetirr. They do. 

Mr. MacIntyre. In other words, you reach back 

Mr. Mvuetter. In other words, in virtually every report we try to 
show trends on the directions in which various things are going. And 
obviously to do that you have got to look back into the previous years 
or 2 years or even 5, 10, or 15 years. 

ae MacIntyre. So in that manner we have in fact bridged the 
gap? 

Mr. Mvue ter. Yes, sir. 

Mr. MacIntyre. I would like to show you a copy of what purports 
to be an issue of the Progressive Grocer, “Facts in Food and Grocery 
Distribution,” dated January 1937, and ask you if you recognize that 
as an earlier copy of your publication ? 

Mr. Mvetter. This is one of our earliest annual reports on food 
distribution. The first one was done 26 years ago, and this apparently 
was done about 22 years ago. 

Mr. MacIntyre. Now, if this should be added to those that you 
have brought in, we would have more or less a running story on the 
factual material that has been accumulated by your publication in 
the period from, say, about 1929? 

Mr. Mvetier. I would say 1932, approximately, through the pres- 
ent, up until 1958. 

Mr. MacIntyre. How is the material collected that you use as a 
basis for the statistics you publish, Mr. Mueller? 

Mr. Mvuetier. Well, there are many, many sources of our informa- 
tion. Primarily, however, the one on which we depend to the great- 
est extent is a cross section of retailers themselves. And each year 
we send out to retailers, both chain and independent, a rather lengthy 
questionnaire that will go to several tens of thousands of them. And 
we receive a great many of those back each year. And based on that 
cross section report, we develop most of the data and material that 
you will see in these reports. 

Now, in addition to that, we use other sources of data. We rely, of 
course, on basic information that is released by the Department of 
Agriculture, by the Census, by Commerce, and we also do a separate 
study, as we have for the past 4 years, of grocery wholesaling. I have 
brought these along also with the thought that they may be of some 
use to your committee. 

' Mr. MacInryre. We would appreciate it if you would leave us 
those copies for the use of the committee. 
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Mr. Mvuetier. That is what they are for, so here they are. 

Mr. Roosrvett. Without objection they will be retained in the com- 
mittee files. 

(The material referred to will be found in the files of the com- 
mittee. ) 

Mr. MacIntyre. I would like to ask one additional question about 
your definitions. Of course, your statistics are broken down on the 
basis of chainstore sales and independents, and so on. As we under- 
stand it, your definition of a chain is the concern operating 11 or more 
units ? 

Mr. Mvetzer. That is the definition we have used since 1952. Prior 
to that we defined a chain as four or more stores under a single owner- 
ship. We did that at that time because, if my recollection is correct, 
the Department of Commerce at that point began to report monthly 
sales estimates in terms of 11 or more stores and 10 or less. And al- 
though I don’t believe that the Census or Commerce has ever defined 
what a chain is or what it is not, nevertheless by virtue of reporting 
in a certain manner, one is influenced by his own definition. 

Mr. MacIntyre. Some consider a chain four or more, and some 
of them have groups of two or more. But if we wanted to bring your 
information in line with theirs, the only thing we would have to do 
is to move it down to that number of stores in a chain? 

Mr. Moetter. That is right. If one were to do that today, you 
would shift about 314 to 4 percent of the total retail sales volume 
from the independent to the chain column. 

In other words, suddenly if we start to call a chain 4 or more stores, 
why the stores that are in the 4- to 10-store classification are doing 
around 314 percent of our total sales today. So that could be moved 
either way arbitrarily, depending on one’s own definition. 

Mr. Avery. Could I ask a question on that? 

Mr. Roosevetr. Yes, sir. 

Mr. Avery. How many chains have 11 stores? 

Mr. Mvuetter. Approximately 210 companies. 

Mr. MacIntyre. If you move that down to four or more, how many 
would that be? 

Mr. Mvuetter. I don’t have that figure precisely at the moment. It 
would possibly double the number. 

Mr. Avery. It would approximately double the number ? 

Mr. Movetier. Approximately. 

Mr. Avery. Could we assume if you were going to go the other way, 
say you would move that up to 50. 

Mr. Mocrtuer. If you move it up to 50, the number would decline 
very sharply. 

Mr. Avery. I wonder if you would just speculate how much‘that 
would be. And you will not be bound to your estimate. 

Mr. Moetter. Well, take it from another point, and then going 
backward from it, if you take the organizations with 100 or more 
stores, you have got 75 percent of the chain business. And the num- 
ber of companies in there, as I recall it, is around—between 40 and 50. 

Mr. Avery. I wonder if you could supply that for the record, with 
the chairman’s permission. 

Mr. Mvuetirr. We could supply this data precisely, if you would 
like to have it. 
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Mr. Avery. If you could make it on the basis of 100 or more and on 
the basis of 50 or more the number of chain owners in that particular 
category, I think it would be extremely interesting at this point in the 
record. 

Mr. Roosevetr. If you would make that available to us, we would 
appreciate it, Mr. Mueller. 

Mr. MacIntyre. I wonder if we could amend that to include also 
the four or more ? 

Mr. Muetter. You would like the number of stores, the number of 
companies—— 

Mr. MacIntyre. The number of companies with four or more. 

Mr. Mvetier. And you want 11 or more? 

Mr. MacInryre. And 50 or more and 100 or more. 

I would like to refer to your 1959 issue of “Facts in Grocer Dis- 
tribution.” On the inside of the cover you have some statistics, and 
there you say that chainstores with 11 or more units did 38 percent 
of the grocery and combination store volume in groceries for 1958. I 
believe you said a moment ago if you were to use the definition of four 
or more that would be ‘ncreased by 314 to 4 percent. 

Mr. Muetter. That is right. 

Mr. MacInryre. So on a four-or-more basis for chains, your judg- 
ment is that they would have 4214 to 43 percent ? 

Mr. Mvetier. That is about right. 

Mr. MacInryre. I wonder if you could explain for the record your 
definition of the voluntary groups which are referred to immediately 
below the chains on the inside of the cover of your 1959 edition? 

Mr. Muetter. Well, a voluntary group is a little bit hard to define, 
because there is a range in characteristics. But on the whole a 
voluntary group is a group of retail stores that are independently 
owned, but who have agreed to work closely wi’ a wholesaler, and 
have agreed in principle or precisely in terms of contract to buy as 
much of their requirements from that wholesaler as they possibly 
can, also to use a common name—which might be IGA, or it might be 
Red & White, or it might be Clover Farm, or any one of a number of 
other ones—and also to cooperate in principle with other members, 
other retail members in carrying out merchandising programs and 
promotions and very often retail advertising, and to cooperate in as 
many-ways as they can. 

However, they are independently owned, and in most cases they 
are independent operators, although it is possible for chain operators 
to be members of voluntary groups also. 

Mr. MacIntyre. But inthe main they are independents? 

Mr. Muetter. In the main they are independents. 

Mr. MacIntyre. Have you in the figure of 72 percent with respect 
to voluntary and executive groups included the membership of the 
Cooperative Food Distributors of America as well as the IGA whole- 
sale groups? 

Mr. Muetter. Well, the Cooperative Food Distributors of America 
are separately classified. They are known as the cooperative group 
retailers. And the cooperative retailers differ from the voluntary 
retailers, because these themselves, the retailers, own their own ware- 
houses—in other words, they own the wholesale function—and they as 
a group of retailers cooperatively own the warehousing facilities, and 
they also hire people to operate those warehouses. 
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Mr. MacIntyre. Are we correct in our understanding that the 
figure of 72 percent under your voluntary and cooperative groups on 
your inside cover would not include any of the groups in the Coopera- 
tive Food Distributors of America, the 96 organizations there 
grouped ? 

Mr. Mvuetier. The voluntary and cooperative groups, that is right, 
together. 

Mr. MacIntyre. They include, then, the CFDA group and the 
voluntary groups? 

Mr. Mvetier. That is right. I misunderstood you. 

Mr. MacIntyre. And where are the headquarters of the voluntary 
groups? The CFDA isin Chicago. 

Mr. Muetier. Well, there is no association made up of voluntary 
groups as such. 

Mr. MacIntyre. How many do you understand are in that category, 
the voluntary groups? 

Mr. Muetier. There are approximately 550. 

Mr. MacIntyre. 550. And I believe in the Cooperative Food Dis- 
tributors of America there are 96—— 

Mr. Murtier. There are some 96 members of that association, but 
there are somewhere around 200. 

Mr. MacIntyre. So they would have by number about half of them, 
and by volume about what proportion, do you think? 

Mr. Muetier. Well, we have, based on our own studies which we 
have in wholesaling, and which we report in here—we indicate the 
voluntary group wholesalers with a volume of around $4 billion, and 
the cooperative wholesalers of $2,600 million. The total wholesale 
grocery volume in 1958, according to our estimate, was $10,250 million. 
And, therefore, the voluntary group wholesalers do about 40 percent 
of that, the cooperatives around 25, and the affiliated wholesalers, there- 
fore, about 35 percent. 

Mr. Avery. What was that total figure, Mr. Mueller? 

Mr. Mvetzer. $10,250 million. 

Mr. Avery. That is the total wholesale 

Mr. Mvetier. That is the total wholesale grocery volume at whole- 
sale prices. 

Mr. MacIntyre. And the voluntary cooperatives accounting for 
about 614 million of it ? 

Mr. Muetter. Yes, just about. That is of wholesale volume. Now, 
you can get all mixed up in some of the stuff, because the wholesale 
volume is not the same as the retail volume. 

In other words, the wholesale volume in terms of retail sales of 
voluntaries is greater than the wholesale volume as in terms of co- 
operative. But that is another story. 

Mr. MacIntyre. But I would like to ask you one additional ques- 
tion. Will you turn to page 14 of your 1959 edition. You have a 
breakdown there of independent small stores and—of small stores 
and of superettes and of supermarkets. In the small stores category, 
would you say that for the most part, if not entirely, they are the 
independents ? 

Mr. Muetier. The small] stores, which we are now defining as those 


doing business under $75,000 a year, are made up almost entirely of 
independents. 
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Mr. MacIntyre. In other words, the portion of the 195,000 stores 
thus noted would have almost no stores from chains involved ? 

Mr. Muetxier. Our own estimates are that there are less than 1,000 
chainstores doing less than that amount per year. 

Mr. MacInryre. So out of the 195,000 stores, there would be 194,000 
independent small store operators as retailers? 

Mr. Mvuetier. That is right. 

Mr. MacIntyre. Mr. Chairman, I believe those are all the questions 
I have of Mr. Mueller. 

Mr. Roosevett. Mr. Brown? 

Mr. Sawn. Right on this same page, how do you classify a su- 

erette ¢ 
: Mr. Muetier. A superette we classify in principle as a medium- 
sized market. In terms of volume we think that is about $75,000 to 
$375,000 a year. 

Mr. Brown. And it follows, then, that the supermarket is over 

Mr. Mvuetxer. Yes, over $375,000. . 

Mr. Brown. Of the 195,000 figure, we now have 194,000 categorized 
as small stores. How many superettes are there, do you estimate? 

Mr. Mvuetter. Our esimate there is around 60,000. 

=e Brown. Are those mostly what you would call chain opera- 
tions? 

Mr. MuetiEr. Those are again mostly independents. 

Mr. Brown. Mostly independents. It could be 60,000 independents, 
and roughly 4,000 chains? 

Mr. Mve ter. Yes. 

Mr. Brown. In the supers, how many stores are in that category? 

Mr. Muetier. We estimate there 29,900, which is just about split 
down the middle numerically between chains and independents, 14,600 
independents and 15,300 chains. 

Mr. Brown. Thank you, Mr. Chairman. 

Mr. Roosrvett. Mr. Avery. 

Mr. Avery. Well, just a categorical question, Mr. Chairman. 

Mr. Mueller, is there any pattern in this flight to the suburbs, so to 
speak? Has that been adverse to the interests of the independent 
groceryman, or in his favor, so to speak? Or is there a pattern iden- 
tifiable ? 

Mr. Mutter. Well, the great suburban movement has been most 

ronounced, of course, in larger metropolitan areas, in areas like New 
Vork and Chicago and San Francisco—possibly not Los Angeles— 
but many of them. One of the most significant developments has been 
the shopping center, the big shopping center. And where the big shop- 
ping centers have developed, the very logical tendency has been for 
the developers—who are primarily financial people and not retailers 
or merchandisers or distributors—it has been their very natural tend- 
ency to look first to the best credit risks. And so in most cases, pos- 
sibly the overwhelming number of big shopping centers, the super- 
market sites and the supermarket buildings have been made available 
first to larger organizations. And so in that sense you might argue, 
and quite correctly, that the independent or the local businessman has 
been at a disadvantage in terms of obtaining this highly desirable site 
within the shopping center. 

Mr. Avery. Is financing one of his problems for there not being 
more interest, shall we say, in shopping centers, or is it just a little 
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overwhelming to him, the idea of moving from a small, personal type 
operation to a supermarket type operation ? 

Mr. Muetier. Well, the difficulties of obtaining money have been 
very pronounced for the independent, particularly in the last 2 or 3 
years. And that has gone parallel with this big shopping center de- 
velopment. And also the fact that we have had generally an increas- 
ing size of market in physical property. And the costs of such a 
property have been going up rather steadily. And so the entire in- 
vestment in a good, workable, profitable supermarket today is running 
around $500,000 or $600,000. 

Mr. Avery. Will you repeat that, please ? 

Mr. Mvetier. The cost of a good, total supermarket—which would 
be the land, the parking area, the building, the equipment, the in- 
ventory—would run 

Mr. Avery. You are counting the inventory ? 

Mr. Mvetter. Usually over $400,000, and often $500,000 and $600,- 
000. Now, ordinarily no retailer likes to own the building or the land. 
And so a great deal depends on whether the local retailer can find an 
investor who is willing to put that $200,000 or $300,000 or $400,000 
into a property and then lease it to him. And that is really the crux 
of the financing problem. 

Mr. Avery. In this committee, of course, as I am sure was pointed 
out in the opening statement—and I am sorry I wasn’t here for that, 
Mr. Chairman—we have a two-facet interest in this situation, one, of 
course, from the food cost standpoint, and the other—maybe more 
important in our committee study—the problem of the small business- 
man. And this has been intriguing to me. I was trying to remem- 
ber—as you were giving your statement I was thinking that I can’t 
remember seeing a small independent businessman open up a place of 
business in one of these suburban shopping centers. The first thing 
you see is a big chainstore with a spacious parking lot, and then the 
chain drugstore usually moves in next to him, and then we get a 
cleaner, and so forth, the usual pattern. And when you project that 
out over the Nation, it looks to me, if that pattern is true, that certainly 
the suburban development is just about going to eliminate anything 
but the chainstore in the metropolitan areas. 

Mr. Mvetier. Well, I wouldn’t go to that conclusion, because in 
many parts of the country it is the independent who is the member of a 
strong voluntary group, or a cooperatively owned organization that is 
getting into these locations. 

For example, in the State of Minnesota you have one of the strongest 
retailing factions which is voluntary independents. And one of their 
voluntaries is the Super Value stores that operates in many States. 
And you will find as many Super Value stores in Minnesota shopping 
centers as any others, and possibly more. But particularly in our east- 
ern big cities, you do have what really approaches a monopoly for the 
bigger retailers in terms of bigger shopping centers. 

But I think that one of the best developments currently for the in- 
dependent in terms of this financing problem is the wholesaler. Many 
of them are becoming very active in raising money and guaranteeing 
loans and doing many things for the retailer that he hmiself could 
not do, but they are becoming very effective, and they are certainly 
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extremely conscious of this need. And I am sure you are going to 
have people from the whole industry talking with you on this subject. 

But we find it to be extremely active, and possibly the very best hope 
for the local retailer in terms of this problem. 

Mr. Avery. Would you care to comment on what is going on in this 
regard on the west coast, the eastern coast, or eastern seaboard? Be- 
ing generally familiar with the Middle West, I am inclined to agree 
with you, this is not the tendency generally in the Middle West, of 
the chain grocery preempting all business, but in the Middle West 
you don’t have so many suburban developments, so maybe that wouldn’t 
be a fair comparison there. What about the west coast ? 

Mr. Mvuetuer. The west coast would be a little bit different, because 
the west coast has always been primarily an independent retail system, 
because of its newness. ‘Twenty years ago you had a lot of individual 
supermarket operators, all of whom were quite successful in those 
days. And most of them have grown up now to where they have from 
2 to 5 to 6 to 10, 20, 30, 40, or 50 stores. And while you could class 
those as chains, nevertheless their origins were all from small begin- 
nings, and they have all enjoyed a very healthy growth. 

And that is still true. California is still primarily an area where 
the local businessman predominates. But he is a pretty big local 
businessman. 

Mr. Avery. That is all, Mr. Chairman. 

Mr. Roosevetr. Mr. Brown ? 

Mr. Brown. Of this investment that you mentioned, of $400,000 to 
$600,000 for a shopping center super location, how much of that 
would you estimate is for land for parking and buildings? 

Mr. Muetter. A little more than half. 

Mr. Brown. Now distinguishing between the national chains and 
the local chains, even the national chains do not have their capital 
invested in land and buildings in these shopping centers, do they ? 

Mr. Muetter. Very rarely. In other words, it is the local investor, 
it could be the insurance company, it could be the local businessman, 
it could be anyone who has money to invest in a productive property. 

Mr. Brown. So it is not a matter of the credit rating, it is just a 
matter of habit. They go first to the national chains in these shopping 
centers ? 

Mr. Mvuetier. Well, I think so; yes. 

Now, we find in certain areas that where the local supermarket 
operator has shown that he can produce like the big chain it will tend to 
reverse some of the thinking because so many of these leases are in 
terms of a percent of sales. In other words, I will lease this super- 
market building to you, and you will pay me anywhere from, say, 1 
to 3 percent of your sales in terms of rent. So it is in my interest 
obviously to have the most successful operator I can find. 

In many areas you do find that the more flexible, more aggressive 
local operator will produce more sales and, therefore, bring more to 
the investor. But that has to be proven. That is seldom assumed, 
it is only accepted after it has been seen. 

Mr. Roosrvett. Mr. Robison ? 

Mr. Rostson. No questions. 

Mr. Roosrvett. Well, Mr. Mueller, we want to thank you very 
much; your testimony has been very interesting and helpful to the 
committee, and we appreciate it. 
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Mr. Avery. Mr. Mueller, I wondered if you had more copies of the 
attachments to that letter ? 

Mr. Roosrvett. That is Mr. Bison’s letter. 

Mr. Avery. Iam sorry. 

Mr. Roosrvett. If you want some more, we will be happy to get 
them. 

Mr. Avery. It is very interesting, I didn’t have time to read it in 
detail, but it had some eye catchers in there. 

Mr. Roosrvett. The committee will next hear from Mr. Kenneth 
Ogren, who is the Chief, Market Organization and Cost Branch, 
Agricultural Marketing Service of the USDA, Washington, D.C. 


STATEMENT OF KENNETH E. OGREN, CHIEF, MARKET ORGANI- 
ZATION AND COST BRANCH, AGRICULTURAL MARKETING SERV- 
ICE, USDA, WASHINGTON, D.C. 


Mr. Roosrverr. We are very happy to have you with us, Mr. 
Ogren, and we appreciate your patience in waiting to come before the 
committee. 

Mr. MacIntyre, do you want to inquire of him? 

Mr. MacIntyre. Yes. Mr. Chairman. 

Mr. Ogren, I believe you are appearing in response to a request that 
was made by the chairman of this subcommittee to Mr. Wells, the Ad- 
ministrator of the Agricultural Marketing Service for certain statis- 
tical information ? 

Mr. Ocren. Yes, I am. I brought some material with me, three 
tables and some explanatory material in answer to those questions. 

Mr. MacIntyre. Do you have copies of that that you can make 
available to the committee members ? 

Mr. Ocren. Yes. 

Mr. MacInryre. This material includes the questions that the 
chairman of the subcommittee submitted to Mr. Wells in his letter of 
June 5 inviting the statistics, does it not ? 

Mr. Oaren. Yes, it does. 

Mr. MacIntyre. And under each of the numbered questions you 
have supplied the material that was requested ? 

Mr. Ocren. Yes, I have three tables that are attached to this mate- 
rial, and under each of these questions I have made some comments 
on the interpretation of the statistics. 

Mr. Roosevetr. Mr. MacIntyre, is it your suggestion that we should 
include the material as submitted in the record completely at this 
point. 

Mr. MacIntyre. Yes, sir; the material including the questions and 
the answers, with the explanations that Mr. Ogren has submitted, I 
propose that. 

Mr. Roosevect. Is there any objection ? 

Mr. Avery. Mr. Chairman, certainly I have no objection. I just 
wonder if we aren’t going to have quite a voluminous record. I ob- 
served when Mr. Mueller was testifying he put in quite a long docu- 
ment. I have no objection, but I suggest that for some of the mate- 
rial, it might be appropriate to file it with the committee and make 
reference to it in the record. We could get quite a long report after 
a while. But I interpose no objection, please understand. 
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Mr. MacIntyre. Mr. Chairman, I had no idea of asking that the 
material that Mr. Mueller has submitted or Mr. Bison be printed as 
a part of the printed record, but to be kept in the files of the committee 
as a part of the record of this proceedings. 

Mr. Avery. That, I think, would serve the purpose. 

Mr. MacIntyre. However, in this instance I am proposing that we 
take the mimeographed material with the explanations and the 
answers to Mr. Ogren and insert it in the printed record. 

Mr. Avery. I think that would be most appropriate. 

Mr. Roosrvett. Including the attached tables, however, stopping 
at the ownership changes, the progress reports. 

Mr. MacIntyre. The booklet entitled “Contract Farming and Ver- 
tical Integration in Agriculture,” Agricultural Bulletin 198, USDA, 
I would propose that go into the files of the committee as a part of 
the record of the hearings and not be reprinted. But all other parts 
I would insert in the record. 

Mr. Roosevettr. I wonder if you wouldn’t want to do the same to 
this “Ownership Changes Within Selected Food Industries,” a prog- 
ress report. 

Would you want that printed in full in the record ? 

Mr. MacInryre. No, I believe we may just as well have that in the 
files of the committee without printing. But the other material, the 
six or seven pages, I would like to propose that that be printed as a 
part of these proceedings this morning. 

Mr. Roosrvett. Without objection, it is so ordered. 

(The booklet “Contract Farming and Vertical Integration in Agri- 
culture,” and the report “Ownership Changes Within Selected Food 
Industries” will be found in the files of the committee.) 

(The material submitted by Mr. Ogren in response to letter of June 
5, 1959, to Administrator, AMS, is as follows :) 


MATERIAL RELATED TO QUESTIONS ON Foop INDUSTRY IN LETTER OF JUNE 
5, 1959, To ADMINISTRATOR, AMS, From CHAIRMAN, SUBCOMMITTEE No. 5, 
SELECT COMMITTEE ON SMALL BUSINESS OF THE HOUSE OF REPRESENTATIVES 


1. What was the total amount of money involved in retail sales per year for 
each of the past 10 years, excluding nonfood items? 


Sales of grocery stores and other food stores totaled $50.3 billion in 1958, 
according to data published by the Department of Commerce (table 1). These 
sales included nonfood products, which have increased in importance in recent 
years. No statistics are available on the sales of nonfood items in these stores. 
Trade sources estimate that in 1958 nonfoods accounted for 15 percent of grocery 
store sales, compared with 11 percent in 1948. 

Not all food sales at retail are made through grocery stores and other food 
stores (delicatessens, meat markets, bakeries, confectionery, etc.). Some food 
is sold in department stores, drugstores, country general stores, and other non- 
food stores, but no statistics are available on the volume of these sales. Also, 
milk and bakery delivery routes account for some food sales at retail. 

The retail value of all food bought by consumers in 1958 is estimated at 
$60.8 billion (last column, table 2). The cost of food sold through eating places 
and other food not bought at retail was adjusted to retail price levels. 


2. What was the dollar amount that the farmer received for the food included 
in those items each year for the past 10 years? 


U.S. farmers in 1958 received an estimated $20.8 billion from the food expendi- 
tures of domestic civilian consumers (first column, table 2). In addition, $3.5 
billion of consumers’ expenditures represented payments to fishermen and food 
importers (second column, table 2). The payments to farmers were adjusted to 
allow for the value of hides, mill feeds, and other nonfood byproducts obtained 
in processing. 


43519—59—pt. 1——-2 
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3. What percentage of the food dollar was received by the farmer? 


In 1958, farmers received an average of 40 cents of the retail cost of a market 
basket of farm food products (last column, table 3). This market basket repre- 
sents the average quantities of farm foods purchased at retail by urban worker 
families in the base period 1952. The retail prices and the base period quantities 
correspond to those used by the Bureau of Labor Statistics in the calculation 
of their Consumer Price Index. 

The retail cost of these market basket foods was estimated at $1,065 in 1958, 
of which fa’ mers received $427. The remainder—$638—went to marketing 
agencies for assembly, transporting, processing, and distribution of the food 
products. 


DEPARTMENT MATERIAL ON MERGERS IN THE FOOD INDUSTRY AND GROWTH OF 
INTEGRATION 


In July 1958, the Department of Agriculture published the attached report, 
“Contract Farming and Vertical Integration in Agriculture,” Agriculture In- 
formation Bulletin No. 198. This bulletin discusses briefly the meaning of 
integration, what it is and why it has come about, and its advantages and prob- 
lems for farmers. It also gives information on the extent of integration for 
various crop and livestock products. Among the reasons given for vertical 
integration by retailers are to maintain a large volume of standardized quality 
in continuous supply to meet the needs of their mass merchandising programs. 
Increased store and company volume calls for suppliers who can regularly deliver 
large quantities of products. Uniformity is needed to back up sales promotion 
and advertising. 

The Agricultural Marketing Service, in cooperation with the Bureau of the 
Census, has surveyed food marketing firms to determine the nature and extent 
of mergers in recent years. Attached is a progress report, “Ownership Changes 
Within Selected Food Industries,” that gives data for a preliminary sample of 
Mairies, bakeries, food wholesalers, and retailers. Of the 235 companies supply- 
ing data for this pilot study, 77 reported acquisition of 466 other companies 
during the 11-year period, 1946-56." 

A mergers survey of about 3,000 firms has been completed and the data are now 
being summarized. Firms of all sizes operating at different stages of the market- 
ing channel were covered. The specific industry classes in which these firms are 
primarily engaged are as follows: 


Manufacturing Trade 
1. Dairy products 5. Farm products assemblers 
2. Fats and oil products 6. Food products wholesalers 
3. Processed fruits and vegetables 7. Food retailers 
4. Bakery products 


Tabulations will cover such subjects as the number of firms making acquisi- 
tions by years for the period 1952 through 1958, the number of firms acquired, 
the total employment of the firms acquired, the industrial classification of the 
acquired firms, the methods by which acquisitions were made, and changes in 
total employment of the acquiring firm. Information also will be developed on 
the disposals that were made. 

A related study of mergers among food retailers made in cooperation with a 
State agricultural experiment station is near completion. The causes and factors 
‘related to mergers and vertical integration are being examined in this study. 


ee KENNETH EF. OGREN, 
Market Organization and Costs Branch, Agricultural Marketing Service 





1 This report is retained in committee files. 
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TABLE 1.—Sales of grocery stores and other food stores, 1947-58 


{In millions of dollars] 











Year Grocery Other food Total 
stores! | stores? 
| 
cies sian tins eptsne chp dom os ec aelladag sa ce ihaints Sera raghely abd pach eaten 22, 898 4, 785 27, 683 
IR) at cnsssbaied aries ite Mkeden & at oinie bak Ai iradedioaa a aaa ae aod 25, 206 4, 930 30, 136 
RN siesta a atin: cilia Satvcs sh aiaivah ess eae dag keene cial aoe eacenbunwe 25, 243 4, 893 30, 136 
incite ni paisa sun i ain an a tact day el So sdieesinctadacaelieeae ad 26, 879 5, 021 31, 900 
Sasiibindiventninteanitiin wicianipdicae mia ten heiaiebainninagiaan nanan 30, 344 5, 607 35, 951 
a Nh nat ca la ice ol lg 32, 238 5, 801 38, 039 
a a a a a 33, 623 5, 515 39, 138 
cece cchsichcat ts cnen eensen osicta ceabhca dl eating ip sealant aille 34, 994 5, 023 40, 017 
a a candied ainaclaadiindtialins } 36, 919 5, 066 41, 985 
MR adascncs deh ee stendhdeedidl wlan erin ak abot eae aaa aaa aan adc eckaketae 39, 179 5,018 | 44, 197 
SE eininitidints clashed Raker cciindennuanmdbs inated maleridainbiodin atin eedaeanian 42, 444 5, 329 47,773 
MO ee ai ty acs ascitic ds scecatirnn ele as nh calico ek caplet ila ag ania ease 44, 546 5, 728 50, 274 








1 Stores selling wide variety of groceries and meats. 

2 Specialty stores such as meat markets, fish markets, fruit and vegetable markets, confectionery stores, 
bakeries, and delicatessen stores. 

Source: Compiled from data published by Department of Commerce; data for 1947-50 adjusted to basis 
comparable with data for later years. 


TABLE 2.—Supplier and retail values of all foods sold to U.S. civilians, 1947-58 


{In billions of dollars] 





Supplier value Retail value ! 
Year Farm value | Import and Sold by 
of domestic fisherman | retailers and | Handled by Total 
farm foods values of other dis- eating places 
other foods tributors 2 
BO athe clad 18.7 2.2 34.4 7.3 | 41.7 
i ictacisanithag ash ancccdices aap a tia daichii Brande 19.3 2.4 36.8 7.9 44.7 
I Gio cc bhancnncedéasencedtaces 16.9 2.5 35.8 408 43.5 
BR olactenihsg Senne ha dakead eaten 17.6 3.0 37.3 7.7 45.0 
Bea bcicuanrctdactvabokaciad 20.0 3.2 41.4 8.5 49.9 
I a bch sb cos omens 19.9 3.5 42.9 8.8 51.7 
Pll nviv<erclundsdvestdeakteaderns 19.0 3.6 43.0 9.1 | 52.1 
WEE Aetccunekiwkedacetascessed 18.4 3.7 43.3 9.2 52.5 
ME cp tadibotihacqameuosegecds 18.3 3.6 44.3 9.6 53.9 
PE dahwwwdascunessieustekserend 18.7 3.6 46.2 10.2 56.4 
Be i dt erbbeea cicscsinic eine ada 19.5 3.6 48.2 10.6 58.8 
Go cwncttnnensnndastteieeeawed 20.8 3.5 50.0 10.8 60.8 


1 Valued at average retail store prices. 


2 Includes small quantities of food sold directly by farmers to consumers. 
3 Preliminary estimate. 


Source: Compiled from data published by AMS and Department of Commerce. 
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TABLE 3.—The farm food market basket: Retail cost, farm value, farm-retail 
spread, and farmer’s share of retail cost, 1947-58 





Retail cost ! | Farm value? 





Farm-retail Farmer’s 


Percent 


1 Retail cost of average quantities of farm foods purchased per urban wage earner and clerical worker family 
in 1952, calculated from retail prices collected by the Bureau of Labor Statistics. 


2 Payment to farmers for equivalent quantities of farm produce minus imputed value of byproducts ob- 
tained in processing. 


Mr. MacIntyre. And since it appears that these questions are 
clear along with their explanations, I have no questions of the wit- 
ness at this time. 

Mr. Roosevett. I don’t want to foreclose any members of the com- 
mittee—it is a little difficult, I realize to ask questions, because you 
haven’t had a chance to study this—perhaps we could just take a 
minute to let the committee members look at the questions and look 
through the material just to see if there are any immediate questions 
that come to your attention, and if not, if you have subsequent ques- 
tions, I am sure that we can arrange to have Mr. Ogren come back 
and answer any particular things that may occur to the committee. 

Mr. Ocren. I will be glad to stay here this morning through the 
rest of your hearing, if you wish. 

Mr. Roosrverr. That is very kind of you. I don’t think that will 
be necessary, however, because I think we would all want to take the 
time to stu y the material before we ask any questions, 

Mr. Brown, does anything occur to you offhand that you would 
like to inquire about ? 

Mr. Brown. Mr. Ogren, in response to the question, “What per- 
centage of the food dollar was received by the farmer ?”—this is a very 
interesting table where you go back 10 years and show that the 
farmer’s share of the retail food dollar has declined in the past 10 


years from 51 percent to 40 percent. That is roughly a 25-percent 
drop in 10 years, is it ? 


Mr. Ocren. Yes; that is right. 

Mr. Brown. Do you recall any figures prior to that time? Was 
there any historical level that was considered to be the farmer’s share 
of the food dollar? Was it higher than the 51 percent in 1947? 

Mr. Ocren. With respect to this series, the highest farmer’s share 
that is recorded is 53 percent for 1945. And just prior to World War 
II, the average—well, say in 1935-39—was 40 percent, the same as the 
share has been in the last few years. 

Mr. Avery. Will you restate that? That is interesting. 

Mr. Ocren. The farmer in the immediate prewar period 1935-39 
was 40 percent, the same as has been in the last 3 years. 
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Mr. MacIntyre. In the period immediately preceding 1935, the 
depth of the depression years, was it higher or a than 40 percent ? 
r. Oren. I believe that it got as low as 32 percent. 

Mr. MacIntyre. In the depth of the depression years of the 1930’s? 

Mr. Oaren. Yes; in 1932 and 1933, I believe. In the 1920’s it aver- 
aged around 40 percent. 

Mr. MacIntyrx. So we had during the twenties about 40 percent as 
a farmer’s share. During the depth of the depression it went down to 
32 percent, and then it increased in the 4 or 5 prewar years to about 
40, and then, immediately subsequent to the war, 53 ? 

Mr. Ocren. It increased during the war period because, as you may 
remember, we had increases in farm prices while there were controls 
on some of the marketing costs. So that the farmer’s share went up 
then. Immediately following World War II, as is shown in this 
table, what we call the farm retail spread has increased almost con- 
tinuously while prices received by farmers for food products are below 
what they were immediately following World War II. . 

Mr. Brown. It is significant to me, Mr. Chairman, that the farm- 
er’s share was highest in 1947, 1948, and was at a pretty good level 
in 1949. 

Now there was a war in 1951 and 1952, the Korean war, but there 
wasn’t a material increase in the farmer’s share during that period, 
was there ? 

Mr. Ocren. There was an increase in yearly averages between 1950 
and 1951. Actually, if one looked at the monthly data it would show 
an even greater increase. The farmer’s prices did rise faster for a 
period of time than did marketing margins but then leveled off fairly 
quickly in the early part of 1951. 

Mr. Roosrevett. Mr. Avery? 

Mr. Avery. I just wonder if it would be possible for you to pre- 
pare for the committee—to pick a date, say, 1955 and 1959—if you 
could take as the conventional pie the consumer dollar spent for 
food and break it down into segments—the farmer’s share has already 
been established here on the table—labor share, distributing costs, 
processing costs and so on? I am sure you have those figures; they 
may be in your statement. I haven’t had time to examine it as yet. 
But would that be an undue burden to have you prepare for the com- 
mittee ? 

Mr. Ocren. We can give you the shares that we have for labor, 
transportation, and profits—profits of corporations marketing food 
products. We do not have the shares broken down on the distribution 
and processing segments, however. 

Mr. Avery. Where would you show them ? 

Mr. Ocren. We have the shares broken down by the share going 
to labor, which would be the labor in retailing, in wholesaling, and 
in processing. And then we have the share for transportation. 


Mr. Avery. There would be a certain amount of overlap there, 
wouldn’t there? 


Mr. Oaren. Yes. 
Mr. Avery. I understand. 


Mr. Ocren. We can give those to you for any years the committee 
would desire. 


Mr. Roosevett. Have you any particular years in mind ? 
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Mr. Avery. I just suggested those3 years. Let’s take—if this would 
be satisfactory to the chairman, could we get a prewar year, say 1940, 
and then a postwar year, let’s take 1947, And then let’s take 1951 and 
1958, say. Would that be a fair sample on the various conditions that 
might have existed ? 

Mr. MacIntyre. May I suggest an amendment on the 1950’s there- 
in. I believe that the census was 1954. 

Am I correct on that, Mr. Kailin? 

Mr. Kain. Yes, sir. 


Mr. MacIntyre. If we were to select data from Agriculture on 1955. 
or 1954, then we could have some census material that would be sup- 
plementary, perhaps. 

Mr. Roosrvett. Let’s add the year 1955, if that is all right. 

Mr. Avery. Certainly. I didn’t want to appear to be burdensome 
here, but I think it would be helpful. 


Mr. Ocren. I think it would be the year 1954, if we would match 
it with the census. 

Mr. Roosevett. Make it 1954, then. 

Mr. Ocren. We would be glad to do that. 

(The information follows:) 


U.S. DEPARTMENT OF AGRICULTURE, 
AGRICULTURAL MARKETING SERVICE, 
MARKETING RESEARCH DIVISION, 


Washington, D.C., June 26, 1959. 
Mr. EverRetTE MACINTYRE, 


General Counsel, House Small Business Committee, 
House of Representatives, Washington, D.C. 


Dear Mr. MacIntyre: The enclosed table 4 gives a breakdown of the market- 
ing share of the consumer’s farm food dollar for the years that were requested 
by the committee. This percentage breakdown of the share going for labor, 
transportation, profits, and other costs was based on the data given in table 5 
The farm-retail marketing bill in table 5 is an estimate of the difference between 
the total dollars received by U.S. farmers and the estimated retail value of food 
bought by consumers marketed from U.S. farms. 

I shall be glad to provide any further information that we have available or ex- 
planation of the data that I have furnished the committee. 

Sincerely yours, 
KENNETH FE. OGREN, 
Chief, Market Organization and Costs Branch. 


TasLtE 4.—The consumer’s farm food dollar:.Shares received by farmers.and by 
marketing system and distribution of marketing share among:ecomponents, 1940, 
1947, 1951, 1954, and 1958 


[Percent] 


Components of the marketing share 








Share 
received by—! 
Year — Corporate profits 


Labor ee 


Farmers | Marketing transpor-} Before After 
system tation taxes taxes 


——._ | — |] — |  ——_ | |__| um 









1 Estimates of the distribution of the consumer’s farm food dollar are based on data for a market basket of 
farm foods, published currently in the ‘‘Marketing and Transportation Situation.” 
2 Includes other costs and noncorporate profits. 
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TABLE 5.—Labor, transportation, corporate profits, and other costs for marketing 
farm food products, United States, 1939-58 * 


[In billions of dollars] 








Rail and Corporate profits ? Farm- 
truck retail 
Year Labor 2 transpor- Other 4 marketing 
tation Before After bill 
taxes taxes 
| 
| 
I es ities 3.7 | 1.0 0.4 0.3 | 3.1 8.2 
ie ae 3.9 1.1 4 aa 3.1 8.5 
WO adetns watdacuneaenbaneeunk 4.1 1.2 .6 .4 3.3 9.2 
Pe ichicceict an nccitinwipatedtintnisa acetates 4.5 1.0 9 4 4.1 10.5 
Wei ccucedidditcnadd a weataaailaatnas: 4.6 1.0 1.0 5 4.5 11.1 
Bb, thichchdchke gibeee nailed 5.0 11 1.0 .4 4.3 11.4 
| EN Se re eee: 5.5 1.3 1.0 5 | 4.7 12.5 
Wiisiawuwinecucatcasctiwaed 6.7 1.6 7 1.0 5.6 15.6 
Sein ckacdekninmnsesenancepes 7.9 2.0 1.5 .9 6.6 18.0 
Di caccvnnkpthecnanhanpaantaus 8.9 2.2 1.2 on 7.6 19.9 
Wtitdoncie sa i aldara hte alitate al 9.4 2.3 | 1.3 .8 7.8 20.8 
1947-49 (average) -...-..------- 8.7 2.2 | 1.3 8 ee 19.5 
Wee one hts cheek 9.8 2.6 1.6 .9 6.9 20.9 
10.6 2.6 1.3 .6 8.3 22.8 
11.3 3.0 | 1.4 .6 | - 88 24.5 
12.1 3.2 | 1.5 ot 8.7 25. 5 
12.7 3.4 1.5 ae 8.9 26. 5 
13.1 3.2 1.8 a 9.9 28.0 
13.8 3.5 2.¢C 1.0 10.3 29. 6 
14.4 3.6 2.0 1.0 10.9 30.9 
14.9 4.0 2.1 1.0 10.9 31.9 














1 Relates only to food from American farms sold to civilian consumers and not to that sold to the Armed 
Forces or exported. 

2 The cost of labor in restaurants and other eating places is not included, but the series includes the 
estimated cost of additional retail-store labor that would be required to handle in retail stores the food 
sold in eating places. These adjustments are made, because the food served in these places is valued at 
retail-store prices when it is included in the retail cost from which the marketing bill is derived. The 
cost of labor employed in intercity transportation is not included, because payments made for transportation 
also are compared with the total marketing bill. 

3 Total corporate profits are those received by corporate establishments only and do not include those 
of nonincorporated firms. These profits do not include those of firms engaged in intercity transportation. 

4 Includes other costs and noncorporate profits. 

5 Preliminary. 


Mr. Roosrvett. Mr. Robison ? 

Mr. Rostson. No questions. 

Mr. Roosrvetr. Could I ask just one question, Mr. Ogren? 

I am interested in your table 2, “Supplier and retail values of all 
foods sold to U.S. civilians.” You go up from a low of $41.7 billion 
in 1947 to $60.8 billion in 1958, and percentagewise the largest rise is 
in import and fishing values; is that correct ? 

Mr. Oaren. Yes. 

Mr. Roosevett. And the next largest rise percentagewise and cer- 
tainly in volume is in the retailers and other distributors as against 
the eating places or the farm value of domestic farm foods, and the 
lowest percentage, that seems to me is in the farm value and domestic 
farm foods; is that correct ? 

Mr. Ocren. Yes. 

Mr. Roosrvetr. Now is there any particular reason for that? 

Mr. Ocren. These represent totals, so that they are a combination 
of the volume sold times prices. In the case of the imported food, 
the rising prices of coffee had quite a bit to do with the increase in 
that column. As we have seen in the previous table that we were 
looking at, the farm prices have gone down. The quantity moved by 
farmers has increased but that increase has been almost offset by the 
decline in prices. 
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Mr. Roosevett. The parallel I am trying to draw is—and I am not 
sure it is a correct one—that the farmer percentagewise in an actual 
return is not making anywhere near the increase that the retailer and 
distributor segment of the industry is making. 

Mr. Ocren. That is correct; yes. 

Mr. Brown. Stated another way, Mr. Chairman, I wonder if Mr. 
Ogren would confirm this statement. In spite of an average increase 
in expenditures per family of $260 for food during the past 10 years, 
farmers received 8 fewer dollars from each family’s expenditures than 
in 1947-49? 

Mr. Ocren. That would be approximately correct, because we had 
an increase in the number of families that has exceeded slightly the 
percentage increase in farm values we show here. 

Mr. Brown. In other words, the average family expenditure for 
food in 1958 was $1,310, compared to $1,050 10 years ago. The farm- 
er’s share of the $1,310 was only $411, whereas 10 years ago it was $419 
out of $1,050. So everybody got a bigger cut of the pie except the 
farmer and his slice was smaller; is that a true statement? 

Mr. Ocren. Yes. Which is shown also in table 3 that we have 
referred to. 

Mr. Roosrvetr. I don’t know whether this is a proper question to 
you, Mr. Ogren, but have you any theory as to why that is? Why 
does he receive less? 

Mr. Ocren. That probably gets into questions that I am not pre- 
pared to discuss, Mr. Chairman. 

Mr. Roosrvetr. All right; we will leave that out, then. 

Any further questions of Mr. Ogren ? 

Mr. MacIntyre. I do have one additional question. 

The Department of Agriculture has been undertaking a study of 
mergers in food distribution, has it not? 

Mr. Ocren. Yes; it has. 

Mr. MacIntyre. How far has it progressed ? 

Mr. Ocren. We have conducted a survey of a sample of about 3,000 
firms—processors, wholesalers, and retailers. This survey was con- 
ducted in ccoperation with the Bureau of the Census. At present the 
returns from this survey are being tabulated and we hope they will 
be available in the near future. 

Mr. MacIntyre. Would you say within the next 60 days? 

Mr. Ocren. Yes; we hope so. 

Mr. MacIntyre. I would like to request that you supply the com- 
mittee with copies of the data, assuming it is available, of your com- 
pilation. 

Mr. Ocren. We will do that. 

Mr. MacIntyre. I don’t believe I have any further questions. 

Mr. Rooseveitt. Mr. Ogren, we want to thank you very much for 
your appearance. 

Mr, MacIntyre. I would like to request that the reporter show 
when the witness took the stand what the witness’ title is, and his 
position. 

You are Chief of the Market Organization and Cost Branch, Agri- 
cultural Marketing Service, USDA; is that right? 

Mr. Ocren. That is correct. 

Mr. Roosrvett. Thank you very much. We appreciate your ap- 
pearance. 
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Our next witness will be Mr. Harvey Kailin, Chief of the Business 
Division of the Bureau of the Census, Department of Commerce. 


STATEMENT OF HARVEY KAILIN, CHIEF, BUSINESS DIVISION, 
BUREAU OF CENSUS; ACCOMPANIED BY MATTHEW ERICKSON, 
ATTORNEY, OFFICE OF GENERAL COUNSEL, DEPARTMENT OF 
COMMERCE 


Mr. Roosevett. Mr. Kailin, we are very happy to have you with us, 
sir. And we appreciate your patience in waiting. 

Mr. MacIntyre. Mr. Kailin, I believe you are accompanied by 
Mr. Erickson, attorney from the Department of Commerce. 

Mr. Roosrevett. Mr. Erickson, would you come forward and sit 
with us? 

What is your full name, Mr. Erickson ? 

Mr. Erickson. Matthew Erickson, attorney, Office of General Coun- 
sel, Department of Commerce. 

Mr. Roosrvetr. Mr. MacIntyre, you may proceed. 

Mr. MacInryre. Mr. Kailin, you are responding to the request 
made by the chairman of the subcommittee to Mr. Burgess, who is 
Director, Bureau of the Census, as made in a letter of June 5 for cer- 
tain statistical information ? 

Mr. Karin. That is correct. 

Mr. MacIntyre. I wonder if you have the material that you are 
bringing in response thereto in prepared form with copies that could 
be wnined to members of the committee ? 

Mr. Karur. I have certain materials. 

Mr. MacIntyre. Are they in the form of several statements, several 
copies 

Mr. Karr. No, they are in the form of several tables. 

Mr. MacIntyre. Do we have extra copies of those? 

Mr. Karty. Yes. 

Mr. Roosevett. Unless there is objection, we will follow the same 
procedure and make the tables a part of the committee records and not 
a part of the transcript. 

Mr. MacIntyre. I don’t believe the material here is set up quite as 
it was from the U.S. Department of Agriculure, and so I would like 
to ask, Mr. Chairman, that there first be entered in the record a copy of 
the letter from you to the Director of the Bureau of Census dated 
June 5, 1959, which would place in the record a list of the questions. 
Is that agreeable? 

Mr. Roosevett. Without objection, it will be included at this point 
in the record. 

(The letter is as follows :) 





JunE 5, 1959. 
Mr. RosBert W. BurRGEss, 


Director, Bureau of Census, 
Department of Commerce, Suitland, Md. 


Deak Mr. Burcess: Subcommittee No. 5 of the House Small Business Com- 
mittee is planning to open hearings on a study of the food industry on June 22, 
1959. In order to give the members a factual background on the subject, we 
would very much appreciate having a member of your staff present material to 
the subcommittee at 9: 30 a.m., June 19. 

We would like to have the following question answered by the data we hope 
you will arrange to have presented on the occasion of that conference: 
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1. What was the total amount of money involved in retail grocery sales in 
this country for each of the past 10 years, excluding nonfood items? 

2. What was the dollar amount that the farmer received for the food included 
in those grocery sales? 


3. What percentage of the food dollar involved in those grocery sales was 
received by the farmer? 


4. What during each of those years was the total number of retail food dis- 
tributors engaged in retail food distribution. 


5. What was the number of foodstores operated by retail food distributors for 
each of those years. 


6. How many separate firms operated the retail foodstores during each of the 
10 mentioned years? 


7. What was the total number of food wholesalers during each of the 10 
mentioned years? 


8. What was the total amount of dollar volume of sales by food wholesalers 
during each of the 10 mentioned years? 


9. What was the amount of money spent by the food industry in advertising 
during each of the 10 mentioned years? 

The subcommittee is interested in the causes of mergers in the food industry, 
and the growth of integration as well. We would appreciate receiving any data 
which the Department feels is pertinent at the conferences June 18 and 19. 


We would appreciate hearing from you at your earliest convenience. 
Sincerely yours, 


JAMES ROOSEVELT, 
Chairman, Subcommitee No. 5. 

Mr. MacIntyre. Now, picking up on those questions, Mr. Kailin, 
the first one asks for a statement showing the total amount of money 
involved in retail grocery sales in this country for each of the past 10 
years, excluding nonfood items. Your table 1 is submitted in re- 
sponse to that ? 

Mr. Karin. This is related to the question, but it is not exactly the 
information the committee wanted. 

Mr. MacIntyre. Will you explain? 

Mr. Kamin. Yes. The census information is collected on the basis 
of establishments, and establishments are classified by type. We have 
certain establishments classified as foodstores, and the data are for 
foodstores, but foodstores, of course, have sales other than of food 
items, which we unfortunately cannot extract. And there are food 
items, of course, sold by stores which are not classified as foodstores, 
because the sales in such cases are a minor percentage of the sales of 
the establishment, that is, department stores that sell food items and, 
similarly, other stores. So that this table merely relates to the sales 
of establishments that are classified as foodstores, 

Mr. MacInryre. Would you say that perhaps sales of food items 
by the nonfood stores would somewhat offset sales of nonfood items 
by foodstores? You cannot get at that, as you say ? 

Mr. Karin. I cannot get at it, but I expect that they might be 
roughly similar in nature. 

Mr. MacIntyre. Somewhat offset each other? 

Mr. Karrtn. Yes. 

Mr. MacIntyre. Thank you. 

Mr. Roosrvett. What is your definition of a foodstore ? 

Mr. Karin. Well, roughly, it is a store that primarily is engaged 
in selling food products rather than nonfood products. 

Mr. MacIntyre. A department store having a food department 
would not be classified by you as a foodstora ? 

Mr. Karr. That is correct. 
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Mr. MacIntyre. Now, the material you have submitted in response 
to question 2 of the letter of June 5 is included—— 

Mr. Kair1n. Might I just mention one point about these figures? 

The 1948 figure for sales is based on a census, whereas the figures 
for other years are based on our current surveys—sample surveys— 
which are based on a probability sample design, and they are for that 
reason estimates of totals, but considered to be rather good estimates. 
The estimates they provide have what we call a sampling variability. 

Mr. Roosevett. On the 1948 census? 

Mr. Karin. That is right. 

Mr, Mocsavane. What happened, didn’t we have a census in other 
years ¢ 

Mr. Katrin. We had a census in 1954, but there were some changes 
in definitions, as a result of which the figures are not strictly com- 
parable with 1948. This table provides as comparable a series as we 
can assemble, that is, the definition of this items are most closely re- 
lated to the 1948 figures. For the purpose of a time series they are 
the most comparable sets of numbers that can be assembled. 

Mr. MacIntyre. Moving to question 2, your table 2 is submitted 
in response to that question ? 

Mr. Karn. Table 2 is in response to the question on the number 
of retail foodstores. I don’t recall the order 

Mr. Avery. If I may intervene, I wonder if counsel could read 
those questions ? 

Mr. Roosrvett. I think if you would read the question in full each 
time, it would make the record more complete. 

Mr. MacIntyre. Question 2 is: “What was the dollar amount that 
the farmer received for food included in these grocery sales?” Did 
you submit an answer to that? 

Mr. Karn. No, there are no answers submitted to 2, 3, or 9 at all. 

Mr. MacIntyre. So we jump to question 4, then. And it is: “What 
during each of the years”—and we are talking here about 10 years, 
the last 10 years—“was the total number of retail food distributors 
engaged in retail food distribution?” And your table 2 

Mr. Kamin. No, I am sorry, table 2 relates to item 5, which is the 
number of foodstores operated. 

Mr. MacIntyre. What happened to the response to 4? 

Mr. Roosevext. Let’s go back a little further than that. What 
happened to 2 and 3? 

Mr. Karin. We don’t have figures on that. 

Mr. MacInryre. They can’t answer 2 and 3. 

Mr. Roosevettr. What happened to 4, then ? 

Mr. Karin. We don’t have figures exactly of that type. I have 
some related figures, if you want to go to that first. I brought up table 
2 first because the source is similar to table 1, that is to say, the figures 
on sales and number of establishments are for the same stores. 

Mr. Roosevetr. Let’s bypass 4 a minute and go to 5. 

Mr. McInryre. Let’s take question 5. “What was the number of 
foodstores operated by retail food distributors for each of those 
years”—last 10 years? Your table 2 is submitted in response to that 
question ? 

Mr. Kamin. That is correct. Now, we don’t have figures for as 
many years for table 2 as we do for table 1, but it will give you some 
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idea of the trend; the 1948 figure is from the census, the other from 
our current surveys. 

Mr. Roosrvett. In general summary, then, your volume of sales con- 
tinue to climb, and your number of retail foodstores continue to de- 
cline? 

Mr. Katrin. That is right. 

It might be worth observing one point about these counts of stores. 
We are always a little unhappy when people put emphasis on counts, 
because in total the many small establishments have little impact on 
sales, yet each smal] establishment has the same effect on the counts 
as the largest establishment. As a matter of fact, in the 1948 census, 
the definition of an establishment went down to a business with as 
little as $500 in sales. This was raised to $2,500 in 1954, and even at 
that there is a question of whether an establishment that small is a 
business or whether it is not merely the incidental occupation of a per- 
son whose income is primarily from another source. So the number 
becomes rather tricky, and it is a lot better to look at the counts broken 
down by size classes rather than just as a lump sum. 

Mr. Roosrvett. Do we have any table on that ? 

Mr. Karn. Yes, we do have. 

Mr. MacIntyre. That would be your table 4? 

Mr. Kain. Yes. 

Mr. MacIntyre. And was that in response to question 5? Or what 
question is it responsive to? 

Mr. Karrtn. I guess it isn’t directly responsive to any of the ques- 
tions, but amplifies what is in table 2 with respect to the count— 
or in table 1—it relates the sales to size of the store—this is a size of 
store rather than size of company, so it has that limitation with respect 
to what I think is the committee’s primary interest. I think this table 
indicates the growth in the average size and the growth in number of 
large stores. 

Table 4—A is just one type of food store, it is what we classify as a 
grocery store. 

Mr. MacIntyre. That should go along with table 4? 

Mr. Karirn. That is correct. 

Mr. MacIntyre. On the size of the store. 

Mr. Brown. Excuse me. On that point, table 4 shows that there 
was a decline in the number of stores in every classification below 
$100,000 a year sales volume, there was an increase in every category 
over a hundred thousand. And the biggest increase of all came in the 
million dollar volume class, and that is roughly 300 percent in 6 
years’ time. Is that correct? 

Mr. Katrin. Well, the figures that you see are correct, but we are 
plagued by the problem of change in definitions. The fact, for ex- 
ample, that we moved up to a $2,500 cutoff in 1954 complicates this 
kind of a comparison. However, the figures are substantially cor- 
rect, and I think if the census were conducted on an identical basis 
it would have added a little to the dollar volume of the smaller-sized 
stores. But it would have changed the counts considerably. The 
dollar volumes don’t change much by what you do with those smaller 
ones. 

Mr. Brown. Mr. Kailin, the figure for the stores with a million- 
dollar volume or more, though, is a fairly accurate figure, isn’t it? 
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Mr. Karrin. Oh, yes, that is correct. When you get into the larger 
size there is no change in the census techniques. 

Mr. MacIntyre. Now, about the material that you submitted in 
response to question 5, what was the number of food stores operated 
by retail food distributors for each of those years? Which of the 
tables did you submit as responsive to that ? 

Mr. Katuin. Now, we had very little on that. But the first table 
that might be of interest is one that comes from the 1954 census, table 
5—A, and it deals with the number of multiunit companies that were 
engaged in the operation of grocery stores. And it happens the figures 
are compiled in terms of number of companies and the employment 
and payroll of those companies. But as you can see, of almost 4,000 
companies which operate more than one store, most of them had fewer 
than 100 employees, and a very few had 5,000 or more employees. 

Mr. Roosrvetr. Although the ones with 5,000 or more employees 
employ a good deal better than half of the total ? 

Mr. Katrin. That is correct. ; 

Now, in the census we normally collect information in terms of 
establishments rather than companies, and that is why it makes it 
rather difficult to answer the question on the number of companies. 
But table 5 gives some information—it is a rather complicated table, 
but it may be helpful in this respect—table 5 is divided into two parts, 
grocery stores and other food stores, the left-hand side of the table 
being grocery stores, and the right hand being food stores other than 
grocery stores. And the first item in the column at the left, “All 
establishments classified in this industry,” means all individual stores, 
and it shows that there are almost 280,000 stores that are classified as 
grocery stores, and then 101,000 or 102,000 food stores other than 
grocery stores. 

Now, to get an approximation of the number of companies or the 
number of firms that operate but a single store you drop down to 3.1. 
And then when you drop down to 3.2, 3.21, 3.22, you get into the com- 
panies that operate more than one store. The first of those numbers 
is the number of companies that are operating only grocery stores, 
whereas 3.22 gets down into companies that are operating grocery 
stores and some other kind of stores. 

So that one can get an approximation of the number of companies 
by taking the 251,000 operating just 1 grocery store and the 3,742 
‘operating more than 1 store, and then you would have to add a few 
more thousand companies because item 3 is devoted to companies that 
are primarily in the grocery business, and there are some grocery 
stores, a few of them, that are operated by nongrocery companies. So 
that this gives you some idea of the rough magnitude of the number 
of companies that are involved in this. 

Mr. MacIntyre. Would you say that the question asked under No. 6 
in the letter, then, is » »swered in large part by table 5, that is, 
how many separate firms operated retail food stores during each of 
the mentioned years? 

Mr. Kainrn. Well, I would say it is answered as far as we can 
answer it. 

Mr. MacIntyre. And is this breakdown in table 3? 

Mr. Karun. That is right. Now, we have a census being processed 
now, the 1958 census, which would produce some comparable tables, 
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which I am sure show some interesting trends, but it will be a few 
months before any of the figures will be available. 

Mr. MacIntyre. Would that be available before the end of 1959, 
do you think ? 

Mr. Kartin. We will have some of the tables available then, that 
is, the counts of the number of stores and the dollar volume, the 
payroll, classified by location. But this type of table will not be 
available until 1960. 

Mr. MacIntyre. Mr. Kailin, what did you submit in response to 
question No. 7, which is as follows: 

What wee the total number of food wholesalers during each of the 10 mentioned 
years? 

Mr. Karin. That is covered by table 7. 

Mr. MacIntyre. That is based on the census ? 

Mr. Karin. That is based on the census. And there the two cen- 
suses can be compared more readily, because for the most part there 
wasn’t a definitional problem. And we have broken down the figures 
into types of wholesales in accordance with the:standard industrial 
classification system. There is quite a variety of businesses that are 
called wholesale, you can see it includes manufacturers sales branches, 
and it includes brokers, as well as what people more usually think 
of as being merchant wholesalers. 

Mr. MacIntyre. Let us move to question 8: “What was the total 
amount of dollar volume of sales by food wholesalers during each of 
the 10 mentioned years?” What is the table in response to that ? 

Mr. Karitn. That is table 6. 

Mr. MacIntyre. Table 6 is in response to question 8 ? 

Mr. Katrin. Now, that table includes two census figures, 1948 and 
1954, and then what figures we have available from a current survey 
that we are now conducting for merchant wholesalers, 

Mr. MacIntyre. And I believe you have already told us you had no 
data in response to question 9. 

Mr. Katrrrn. That is correct. 

Mr. MacIntyre. And I believe you were asked, in addition to the 
questions put to you in the letter, to supply the subcommittee with a 
list of the multiple unit retailers showing for each of the number of 
stores and the dollar volume of such stores. You thought perhaps that 
could be done in groups, or at least a group or groups, rather than 
individual stores. Did you find yourself able to answer that ? 

Mr. Katrin. Table 3 and 3—A are related to that inquiry, but are not 
exactly what you wanted. These tables classify the establishments, 
the individual establishments, by the kind of company they belong 
to—for example, multiunit with 2 or 3 establishments, 4 or 5, 6 or 10, 
and so forth—and provide figures on the dollar sales and the payroll 
for the 2 census years. 

Mr. MacIntyre. There wasn’t more detailed information of that 
character on that point that you could supply ? 
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Mr. Katrin. Well, the thing that is lacking is that we don’t nor- 
mally count the number of companies, and I think that is really what 
you wanted, wasn’t it, how many companies are in each of those things ¢ 

Mr. Macintyre. Yes. 

Mr. Karin. We have the establishments of the companies, but we 
don’t make a count of companies. 

Mr. MacInryre. So there is nothing that you could add to that 
particular material ? 

Mr. Kain. The only thing that I can think of is, in our current 
survey we do cover completely the 11 and over companies, the com- 
panies that have 11 or more food stores, and I think that we could get 
a count of the number of companies there, and their total dollar 
volume. If that would be helpful, we would be glad to supply that. 

Mr. MacInrryre. If you would undertake to do that, we would ap- 
preciate it if you would submit it to the committee. 

Mr. Karin. Now, the additional materials that we have, there is a 
table 8 for the 1954 period that is comparable to table 5, that has 
similar data on the companies. 

Mr. MacInryre. That would be responsive to which question ? 

Mr. Karin. Some of it related to 7, to your question as to the num- 
ber of food wholesalers, and has to do with the number of companies. 

Mr. MacIntyre. Does that complete your explanation ? 

Mr, Karin. I believe you were interested in something about the 
form of organization, that is, corporation and partnership, is that 
correct, in retail stores ¢ 

Mr. MacIntyre. Yes. 

Mr. Kati. I have a table which was not distributed to the com- 
mittee. Again, it is in terms of establishments. This is from the 
1954 census, and it shows the number of food establishments that 
owned proprietorships, the number owned by partnerships, the num- 
ber owned by corporations, and the number owned by cooperatives. 

Mr. MacIntyre. Do you have that designated by number as a 
table ? 

Mr. Kattrn. No, but we could add a number to that. Suppose we 
call this table 9. 

Mr. MacIntyre. Now, what you have just described is table No. 9? 

Mr. Katrin. This is table 9. 

Mr. Roosrvetr. Mr. MacIntyre, there is one thing that interests me 
here. I notice that in table No. 7 showing the number of wholesale 
food establishments for the United States your total of agents and 
brokers has arisen from 3,500 to roughly 4,000, which percentage- 
wise is a good deal larger increase than the merchant wholesalers, or 
the manufacturers’ sales branches. 

Mr. Karin. I would like to say something about that. 

This is one of those cases where I think numbers are going to cause 
trouble, because we changed the method of enumeration between the 
1948 census and the 1954 census. 
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In the 1948 census we had a field enumeration, we had enumerators 
going around and locating businesses. The way they located them 
was by seeing the place of business. This has some Tontitationn, be- 
cause there are some kinds of business that don’t deal with the general 
public, and don’t have the kind of a place of business that is easily 
recognized by an enumerator. In the 1954 census, we used two de- 
vices, we used the records of the Internal Revenue System, and of 
the Bureau of Old Age and Survivors Insurance to identify all em- 
ployers who paid old age and survivors tax, and then we went to the 
income tax form for the remainder of the universe. I think that in 
the case of a category like agents and brokers it is likely that going 
to the records of the Internal Revenue System would mean that you 
would get a better coverage. We always have identified the 1948 and 
similar censuses as censuses of recognizable business establishments, 
and the change in method of enumeration really causes a discontinuity, 
so that I don’t think that too much weight should be given to the 
counts for a category where nonrecognizable businesses might be 
important. 

Mr. Roosrvett. Do you have any further questions, Mr. MacIntyre? 

Mr. MacIntyre. I do not have further questions, except that I 
would like to request that the tables that Mr. Kailin has submitted 
responsive to the questions that were included in the letter of June 
5, 1959, be entered of record. 

Mr. Roosevetr. Do you want it in the transcript ? 

Mr. MacInryre. I believe that these tables should be entered in the 
transcript. The letter has already been entered, and I ask that we 
include the tables, also, so that we will have them along with the 
testimony. 

Mr. Rooseve.t. Without objection, it isso ordered. 

(The tables referred to follow :) 
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TABLE 1.—Sales of retail food stores,’ or the United States: 1948-58 


[Billions of dollars] 


Year Sales en ee ied Year Sales 
atta ias ea aiehecn os Soaps Saaseiapanebsa inion $29. 2 icine tinned: said eyelet atacand $40. 1 
PE kBinh cb ckpiibangmebhandmannenn (2) PR ovsacs cavwccwesbbhubsutlétced 42.0 
SE bakhhiadibintddinbeadsatddedewnee (2) To lnicceduenattihiducnahapeihiinacion 44.2 
SE icnddankncemabaans oemdasnnbeeas PEE WE fa wtb atnoagnahnbigenraunam une 47.8 
Pa bnd hn ndddenbihisccanddbboakhadd Be 0) Fi BG etdidenn ceteadetdadocitdesssiba 50.3 
deh ace dashciceiscn Siaantes bigness wana 39.1 


1 Includes total sales (both food and nonfood items) of establishments classified in the food group, on the 
basis of the Standard Industrial Classification Manval issued by the Bureau of the Budget. Excludes 
food sales of establishments classified in other kinds of business. 

2 Figures for 1949 and 1950, estimated by the Office of Business Economics, total $30.3 and $32.8 billion, 
respectivelv, but are not comparable to other figures in the table as they include amounts for milk dealers 
(dairies) which in 1948 totaled over $1.5 billion in sales, 


Norte.—The available data on food store sales include both food and nonfood items. The figure for 1948 
is from the census of business for that year; for 1949 and 1950 as estimated by the Office of Business Eco- 
nomics; and for 1951 through 1958 as derived from the Census Bureau’s monthly retail survey which uses a 
probability sample design. The 1951 through 1958 sales totals have a sampling variability of 1 percent at 
the one sigma level, that is, in two out of three cases the survey estimates would differ from a comp!ete 
canvass by less than 1 percent. 





Ta 


are 





n 


“—" — i 


eae US OY > 


wv we 


Pe | ow 


\w 


ew 


We o wCeOnor 


were t ww 


SMALL BUSINESS PROBLEMS IN FOOD DISTRIBUTION 29 


TABLE 2.—Number of retail food stores, for the United States, 1948 and 1958-58 








[Thousands} 
Year Number of | Year Number of 
stores stores 

I sinatra cat eet i eal 
a ee ee | 504. 4 ! ae reiccnkeadonensecuescuan 432.6 
i ctighn ae trertaseniinreeneten ax 456. 4 Sin sccthed be aacwunddindiadahedtaaiiod 412.7 
ME casuhnatiurhdsen anenetenaesgns os NN OR I scisis deceit Rabsers ers baronies 405.9 
WR act cat aticnssbuabtecersmense 448. 5 





Norte.—The figure for 1948 is from the Census of Business for that year, the figures for 1953 through 1958 
are based on the Census Bureau’s annual retail trade surveys. Figures on number of establishments are 
not strictly comparable with the sales figures in table 1, as, except for the 1957 and 1958 figures, they include 
milk dealers (dairies) which in the 1948 census numbered about 5,000. The figures for 1953 through 1948 
have a sampling variability of about 1 percent at the 1-sigma level. (Similar figures on the number of retail 
food stores are not available for the years 1949-52.) 


TABLE 3.—Classification of retail foodstores into single units and multiunits, for 
the United States, 1948 and 1954 


1954 1948 





Number of units 





Sales Payroll | Sales Payroll 


TIT 
Mil- |Percent| Mil- |Percent) Mil- | Percent Mil- |Percent 

lions of | distri- | lions of} distri- | lions of | distri- | lions of | distri- 

| doHars | bution | dollars | bution | dollars | bution | dollars | bution 






































Total, all establishments - - ---- 39, 762 100.0 | 2,536 | 100.0 | 30,966 | 100.0} 1,944 100.0 
Single units, total. __--- 5 sialic | 22,272] 56.0] 1,221] 48.1 | 19,229] 621] 1,010 52.0 
| Bas a ee 7 = - a a. 7 am sees 
Operated by ‘‘l-establishment | 
Noss nak namesacian aukcienes 21, 841 54.9 1, 183 46.6 | 18,930 | 61.1 | 982 | 50.5 
Operated by ‘‘multiestablish- | 
ment” firms..........-......-- 432} 1.1 33) 1.5] 209] 10| 2 1.4 
Multiunits, total. ..........-.------- 17,4 44.0} 1,315 51.9 | 11,737 | 37.9 934 | 48.0 
a” o t ST 
2 or 3 establishment multiunits__| 2,012 5.1 176 6.9 1, 244 4.0 lll §.7 
4 or 5 establishment multiunits-_| 613 | 5} 53 2.1 426 1.4 41 2.1 
6 to 10 establishment multiunits_ 888 2.2 76 3.0 652 2.1 69 3.5 
11 to 25 establishment multi- 
a al oe eda ama 1, 326 3.3 106 4.2 986 3.2 88 4.5 
26 to 50 establishment multi- 
i intr ansnesiiunimxanros cena, Sefe 3.7 117 4.6 795 2.6 72 3.7 
51 to 100 establishment multi- | 
I enna onasaeawane J 961 | 2.4 | 80 3.2 571 1.8 61 3.1 
101 establishments and over | | | 
I ieacianiecae icons 10,210 | 25.7} 706) 27.8] 7,063) 228| 493] 25.4 
| | | 





Note.—The figures above are from the 1954 and 1948 Censuses of Business, respectively. The coverage 
of the figures above for the 2 years differ in that milk dealers (dairies) and nonstore establishments (e.g., 
direct house-to-house sales organizations) are included for 1948 but are excluded above for 1954. (Milk 
dealers reported sales of $1,528,000,000 in 1948. Separate figures for food nonstore establishments are not 
available for 1948 but it is estimated that sales of such establishments amounted to between $1,000,000,000 
and $1,500,000,000 in 1954.) The coverage for the 2 years also differs in that establishments without paid 
employees and with annual sales of less than $2,500 were excluded from the 1954 census, whereas $500 was 
the cutoff used in the 1948 census. 


43519—59—pt. 1——3 
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TaBLe 3A.—Classification of grocery stores into single units and multiunits, for 
the United States, 1948 and 1954 





1954 | 1948 





Sales Payroll 
Number of units 


Sales | Payroll 





Mil- |Percent} Mil- |Percent} Mil- a Mil- |Percent 
lions of | distri- | lions of | distri- | lions of | distri- | lions of | distri- 




















dollars | bution | dollars | bution | dollars | bution | dollars | bution 

a 

Total, all establishments- ---_- 34, 421 100.0 | 2,035 | 100.0 | 24,770 | 100.0} 1,258 100.0 

Single units, total. .................. 17, 838 51.8 845 41.5 | 14,552 58.7 550 43.7 
Operated by ‘‘1-establishment”’ 

| RR ..| 17, 481 50.8 817 40.1 | 14,332 57.9 536 42.6 
Operated by ‘‘multiestablish- 

Sy eS ee 5 357 1.0 27 1.3 219 9 15 1.2 

Multiunits, total. ...............-..- 16,582] 48.2| 1,190| 585) 10,218] 41.3| 708| 56.3 

2 or 3 establishment multiunits._| 1,664 4.8 128 6.3 | 899 3.6 68 5.4 

4 or 5 establishment multiunits__ 543 1.6 42 2.1 320 1.3 26 2.1 

6-10 establishment multiunits _ _- 822 2.4 66 3.1 | 467 1.9 37 2.9 

11-25 establishment multiunits._| 1, 233 3.6 91 4.5 805 3.2 59 4.7 

26-50 establishment multiunits..} 1,365 4.0 104 §.1 567 2.3 42 3.3 

51-100 establishment multiunits. 818 2.4 61 3.0 372 1.5 28 2.2 

101 establishments and over | 
SUNN ho re asian | 10, 136 29.4 697 34.3 | 6, 788 27.4 446 35. 5 





Note.—The figures above are from the 1954 and 1948 Censuses of Business, respectively. The coverage 
of the figures above for the 2 years differ in that nonstore establishments (e.g., direct house-to-house sales 
organizations) are included for 1948 but are excluded above for 1954. (Separate figures for grocery nonstore 
establishments are not available but sales of such establishments amounted to less than $1,000,000,000 in 
1954.) The coverage for the 2 years also differs in that establishments without paid employees and with 
annual sales of less than $2,500 were excluded from the 1954 census, whereas $500 was the cutoff used in the 
1948 census. 


TABLE 4.—Classification of retail food stores by sales size, for the United States, 
1948 and 1954 


1954 sales 1948 sales 


| 





| 
Sales size of establishments | | | 
| Millions of | Percent | Millions of| Percent 
| dollars distribution} dollars  |distribution 


| 
Total, all establishments_.............- 39, 762 (4) 30, 966 100.0 


Establishments operated entire year, total. __......._- | 37, 921 | 100.0 (1) () 
I . | 


| 
| 
| 
| 
| 
| 


With annual sales of 


eT ee * 10, 870 28.7 3, 815 12.3 
$500,000 to $999,999. ....-.-.-------- 5, 529 | 14.6 4, 261 13.8 
$300,000 to $499,999. _........ -----| 3, 312 | 8.7 | 2, 916 9.4 
$100,000 to $299,999. _.______- < 8, 030 | 21.2 | 7, 51 | 24.2 
$50,000 to $99,999_ __ | 5, 162 | 13.6 | 5, 90: 19.1 
$30,000 to $49,999___ “ 2, 694 ek 1 3, 262 | 10.5 
$20,000 to $29,999. _ . 1, 272 | 3.4 1, 545 | 5.0 
$10,000 to $19,999_ - = ; $18 2.2 1, 205 | 3.9 
SO PN oa oc sci scciancsacasoeuecunees 195 5 374 | 1.2 
Less than $5,000..---.-------- 5 oda theelcebae oui St 37 Ee 175 6 
Establishments not operated entire year. ..---.--------| 1, 842 (4) (4) | (!) 


1 In 1954, food stores that were not operated for the entire year (amounting to about 19,500 in number) 
were nct classified by sales size, whereas the distribution shown above for 1948 includes such establishments, 


Note.—See note to table 3. 
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TasLe 4A.—Classification of grocery stores by sales size, for the United States, 
1948 and 1954 





1954 sales 1948 sales 





Sales size of establishments 
Millions of} Percent | Millionsof| Percent 
dollars jdistribution| dollars distribution 


rr | a | 

















Total, Oak CUR so ik ic icccicicnincstnkicne 34, 421 () 24, 770 100.0 

Establishments operated entire year, total.............- 32, 899 100. 0 () () 
With annual sales of— 

Se ON I i. oi icclnteicsincuinhicciedianinninecnielard 10, 723 32.6 2, 854 11.5 

SR Be Is Se ciccceccnmpcenncddsmenedinn 5, 294 16.1 3, 838 15. 5 

SE OO Cts ctcekninctibscounnctionasdiiin 2, 978 9.1 2, 525 10.2 

Ge CI os candid onanutacoianeadusne 6, 523 19.8 6, 140 25.0 

Ne Ot oon cis sana semaiainaaaann 3, 858 11.7 4, 5Al 18.3 

SI a i ae ener 1, 935 5.9 2, 465 10.0 

Po kr Sree 883 2.7 1, 137 4.6 

Se iN IN vis trincccicainsnics oeelerccnaimaedeindcaiakion 555 ha | 872 3.5 

re ee nee 128 4 71 Li 

Re GE GE cutie ccntnnstsenuiseaiimeanata 22 1 127 -6 
Establishments not operated entire year_..............- 1, 522 | (1) | (‘) () 


1 In 1954, grocery stores that were not operated for the entire year (amounting to about 12,700 in number) 
were not classified by sales size, whereas the distribution shown above for 1948 includes such establishments. 


NoteE.—See note to table 3A. 
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Taste 54.—Multiunit companies primarily engaged in the operation of grocery 
stores—1954 ' 


Grocery store establishments 






Number of 
companies 




















Payroll (in 
Employment | thousands of 
dollars) 


i a aE ee . } 1, 675, 114 
5,000 or more employees 


















so seis ches nen daattsihininrniipetsinidiadiasiaaiiaianniipmteeial 07, 1, 019, 668 
ee NUNN oon aa chdicniebaeneannaeoedawbenaeenens 43 79, 020 241, 541 
ee Cn non nncenndunendlabusmncieakaseebensunes 45 32, 009 88, 791 
UTI 55s osc mmm alg alee nscale anaes 292 62. 392 173, 808 
SEE Be INI, «a nisccincic onndeivibetinnaimnninbemabnanaaen 57, 393 151, 306 





TasL_e 5A-2.—Multiunit companies primarily engaged in the operation of food 
stores other than grocery stores—1954* 


Grocery store establishments 






Number of 
companies Payroll (in 
Employment} thousands of 
dollars) 


6,000 or more employees 





REED SRNONE onc nc cccccweneusnbenwsoucsesens 1 (2) 1) 

a iii nad ies sae eanieoaaeeaeenmee 3 (2) (2) 
NN on nanucsedcansckddennsesctecsundenaeeeses 54 10, 700 29, 308 
EE BOE EON isciddnd de tcecaianensencnseiccaenuneeeaee 26, 371 


~ Data from Bulletin CS-1, Company Statistics, 1954 Censuses of Business, Manufactures, and Mineral 
dustries. 


31 Data withheld to avoid disclosure. 









Tas_Le 6.—Sales of wholesale food distributors, for the United States: 1948, 1954, 
and 1956-58 


[Millions of dollars] 












Type of operation 1958 1957 1956 1954 1948 






















ick Seti nnd eeismsin min aaah maainks () () ro) 44, 057 34, 782 
Merchiant wholesalers; total.........-.--.----------- 25,104 | 24,006 | 22,966 | 22,058| 17,377 
Grocery, confectionery, meat wholesalers. .----.- 20, 249 19, 249 18, 146 17, 321 11, 519 
Farm products (edible) distributors. ..--..------ 4, 855 4, 757 4, 820 4, 737 5, 859 
Manufacturers’ sales branches, sales offices__-..-.---- so iieenaete lade a ak 9, 591 8, 535 
enn DN TIPOUINT SII noon sien cdanadetwenee bak ataperScie ered ape aaa a ek 9, 728° 6, 843 
Grocery, confectionery, meat wholesalers (‘) (!) 7, 621 5, 180 
Farm products (edible) distributors. ............].---.-----.]-----. “ alee 2, 107 1, 663 














Assemblers of farm products (edible)...........----- 4 cE cticusnlameihalig xa 2, 680 





2, 027 








1 Data for 1956-58 are based on the Census Bureau’s monthly wholesale survey which cover merchant 
wholesalers only; figures for other categories of wholesalers are therefore not available for those years. This 
monthly survey uses a probability sample design; the 1956-58 sales total] have a sampling variability of 2 
percent at the one sigma level; Figures for 1954 and'1958 are from the Censuses of Business for those years, 
with the 1948 data revised on a basis comparable to the 1954 statistics. 
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TABLE 7.—Number of wholesale food establishments, for the United States: 1948 
and 1954 


Type of operation 


ES WM CN ini seni csesamiecats ee enackabeale ences enti 7 


Grocery, confectionary, meat wholesalers 
PRET, HPOGICES COGIIN) CIBCTIINON DS oso i sn wreck cccecncecdescdicosanece 


Manufacturers’ sales branches, sales offices. .........--....-.---.------------ 
Agents and brokers, total 


Grocery, confectionary, meat wholesalers 
Farm products (edible) distributors 


Sees OE Tarts POGUE CORIO ovina s i ncnentcneddeddicksdenneunsniaees 





Note.—The figures above are from the 1954 and 1948 Censuses of Business, respectively, with the 1948 
data revised on a basis comparable to the 1954 statistics. 


TaBLeE 8.—Statistics for establishments in each industry compared with statistics 
for companies primarily engaged in the industry: 1954 * 


WHOLESALE TRADE—%. FOOD PRODUCTS WHOLESALERS 


| Companies | Establish- | Employ- Payroll (in| Sales 2 (in 
(num ber) ments ment thousands | thousands 
(number) | (number) | of dollars) | of dollars) 


1. All establishments classified in this 
industry, total 29, 795 302,840 | 1,103,639 | 22,057,824 


1.1. Establishment. owned by com- 
panies primarily engaged in 
this industry--._-- ‘ 1,070,374 | 21, 273,035 
1.2. Establishments owned by com- 
panies primarily engaged in 
other industries ; 33, 265 784, 789 
Ownership specialization percent- 
age for this ee one L. or 
ine 1)... Sis 











2. All esvablishments (including auxil- 
iaries) of companies primarily en- 
gaged in this industry, total. ...----- 1, 114, 229 


2.1. Establishments of these com- 
panies in this industry (same 


as line 1.1)_- 2 294, 431 1, 070, 374 21, 273, 035 
2.2. Establishments of these com- 
11, 804 34, 489 1) 


2.3. Central administrative ofaes, 
auxiliaries, sales branches, 
and sales offices of these com- 
panies _ . 6 , 56 , 306 (4) 

Industry specialization percentage 

a: the se com panies (line 2.1+ lines Pe 
3. Establishments in this industry owned 
by companies primarily engaged in 
this industry, total (same as line 2.1) -- 27, 9, 266 294, 431 1,070,374 | 21, 273, 035 

3.1. Establishments of single unit 
companies primarily engaged 
in this industry------- 26, 520 , 52 230, 52 817, 354 16, 567, 597 

3.2. Establishments of multiunit 
companies primarily engaged 
in this industry: 

3.21. In single industry 
companies...._-_- 665 1, 628 32, 230 124, 667 2, 194, 441 

3.22. In multi-industry com- 
panies__- 160 1,121 31, 676 128, 353 2, 510, 997 

Multiunit specialization percentage 
(lines 3.21+3.22+line 3)_----..---- 3.0 9.4 21.7 23. 6 22.1 











1 From Bulletin CS-1, Company Statistics of the 1954 Censuses of Business, Manufactures, and Mineral 
Industries. 

2 Represents revenue for public warehouses, receipts for service trades. 

3 Not applicable. 

‘ Not available, 
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TABLE 9.—Data from 1954 census of business by legal form of organization 





Food group establishments (including grocery stores) 





Establish- Sales Payroll Nov. 15, 1954, 
ments (millions) (millions) | paid employ- 
t 


$39, 762 


cache inc cs  hh sence leas 384, 616 $2, 536 


Proprietorships 








DigieSetacaeisiecsenceuh mavens 300, 091 15, 283 755 356, 000 
INNS ot an oc hc mewiewnenienlaatawn 51, 402 6, 339 365 160, 000 
i i a a i 32, 281 17, 989 1, 402 504, 000 
I 8 RS. ac su mecineiincnnle bite 5A2 112 10 4, 000 
ries eras eccresccdcccccontcwndnucccs 280 40 3 1, 000 


Grocery stores only 





NE a Se ccnacianiainececse a nehinbekamanael 79, 440 $34, 421 | $2, 035 811, 000 
I oe ae 219, 659 12, 207 516 246, 000 
Partnerships ‘ 35, 684 5, 154 262 117, 000 
Corporations ‘ 23, 425 16, 923 1, 245 443, 000 
Cooperatives____...--- mine a 475 104 9 4, 000 
NR en concn lcs dace cdcae dnc ode 197 33 | 2 1, 000 


DEPARTMENT OF COMMERCE, 
BUREAU OF THE CENSUS, 


Washington, June 22, 1959. 
Hon. JAMES ROOSEVELT, 


House of Representatives, 
Washington, D.C. 


DEAR MR. ROOSEVELT: Enclosed is the additional information which Mr. Kailin 
of my staff agreed to supply to your committee. 

In the enclosed tables, Nos. 10 and 11, the data for 1948 are from the Census 
of Business for that year; the data for other years are from that part of the 
Bureau’s monthly retail trade survey which covered firms with 11 or more food 
stores. In connection with the latter, it is important to note that the figures 
for 1951 through 1955 are based on only those multiunit firms which in the 1948 
census reported operating 11 or more food establishments. There were 386 such 
firms in the 1948 census but because of mergers or firms going out of business 
the number was reduced to 335 in 1955. When the sample was reconstituted in 
1956 on the basis of the census for 1954, some of the firms in the old sample were 
found in the 1954 census no longer to operate as many as 11 stores; these firms 
therefore were taken out of this part of the retail survey. A Smaller number 
of new firms which had achieved the 11 or more store status, according to the 
1954 census, were added to this part of the retail survey. As a result the sur- 
vey, and the figures in the accompanying tables, covered 316 firms in 1956. By 
1958 as a result of mergers or firms going out of business, the number decreased 
to 286. 

We hope this information will prove helpful to the committee. Should you re- 
quire any further information on this matter, please let us know. 

Sincerely yours, 
Rosert W. BurGESS, 
Director, Bureau of the Census. 
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TABLE 10.—Sales of retail food stores of firms operating 11 or more retail stores, 
for the United States: 1948-58 








l l l 











Year Sales (billions | Year Sales (billions 
of dollars) || of dollars) 

NE FF olay nh po aS era aR ent 14.3 
| SSS Rear See (2) eae 15.3 
Mo. ao Aaa (2) MS ee ee eRe 16.6 
No i tek are eae 0 ¢ 1 OO eee 18.2 
Ne cca cckatancsmasccscuaa anne $69) iP MOB cc accactanee stan acgnipaesnanaas 19.5 
REE IE TERRE SE ORS BIE 13.4 } | 











1 Includes total sales (both food and nonfood items) of establishments classified in the food group, on the 
basis of the Standard Industrial Classification Manual issued by the Bureau of the Budget. Excludes 
food sales of establishments classified in other kinds of business. 

2 Not available. 

Nore.—The figure for 1948 is from the Census of Business for that year and for 1951 through 1958 as derived 
from the Census Bureau’s monthly retail survey. The figures above for 1948 and for 1951-55 represent sales 
of food firms identified as having 11 or more retail stores in the 1948 Census of Business; figures for 1956-58 
pertain to firms reporting 11 or more retail stores in the 1954 census. The figures through 1955 also include 
milk dealers (dairies), whereas the 1956-58 data exclude milk dealers. Data available for 1956 on both bases 
indicate that the net effect of these 2 factors was to increase total sales by about $100,000,000. 


TABLE 11.—Number of retail food stores of firms operating 11 or more retail stores 
for the United States: 1948 and 1953-58 


| | 
| Number of | Number of 











Year stores Year stores 
(thousands) | (thousands) 
ke i a meee 6 =" a oh 2p oe 22.1 
i ibdievictcsnicdanieheihiknelitta | SOE IN abelian sapdcndacnahbisannagainn’ 22.1 
TERRA Te eS SE | 23.0 || 1958 22.4 


1955 a ee ee ee ale | 


Note.—The figure for 1948 is from the Census of Business for that year; the figures for 1953 through 1958 
are based on the Census Bureau’s annual retail trade surveys. Similar figures on the number of retail food 
stores are not available for the years 1949-52. (See note to table 10 regarding the difference in coverage fcr 
the figures above for 1948 and 1953-55, as compared to the data for 1956-58.) 





Mr. Roosevett. Mr. Kailin, in general, are you constantly revising 
your methods of census so that it will be as difficult as to this to relate 
the figures ? 

Mr. Kamin. I hope not. We are pretty fixed now on this mail 
type of canvass that we have, the 1958 census will be the same as the 
one in 1954. However, we are always subject to the hazard of changes 
in the standard of industrial classification system. There was a 
change after 1948, and I don’t know when the Executive Office will 
change it again, but the whole Government, of course, follows the 
standard industrial classification system, so sometimes as a result we 
run into difficulties in maintaining continuity. 

Mr. Roosrvett. 1954 was your last census? 

Mr. Katrin. That is right. 

Mr. Roosrvetr. And what isthe next one? 

Mr. Kairin. 1958. But that is all very similar to 1954. 

Mr. RoosEvert. Mr. Avery ? 

Mr. Avery. Just two brief questions, Mr. Chairman. 

Mr. Kailin, I am intrigued. I notice that you and the representa- 
tive of the Department of Agriculture and the grocery representa- 
tive all agreed on the dollar volume of retail sales in the approximate 
figure of $50 billion a year, and I believe the representative of the 
grocery association gave a figure of about $101, billion a year for the 
wholesale grocery and food sales. I wonder how there could be that 
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much discrepancy ? 
his stock ? 
Mr. Katrin. Well, the wholesaler category doesn’t include chain- 
store warehouses, so that this is not really the same universe. 
Mr. Roosrvett. In other words, a good deal of the operation of 
what would be a wholesale operation is not represented—is separate 


and apart in the chain operation, and, therefore, would not be in- 
cluded in the wholesale figure ? 


Mr. Karun. That is right, it is sort of : auxiliary. 


Mr. Avery. And then the margin of profit would be in there, the 
cost of distribution, and so forth ? 


Mr. Karun. That is right. 

Mr. Avery. Just another short question that is definitive. 

What is an assembler of food? I notice you use that category 
in the tables. 

Mr. Karin. Those are firms that actually go out to the farmer 
and buy his produce. And these assemblers may sell it to other whole- 
salers, or it may actually go to manufacturers to process. 

Mr. Avery. But that type of an operation would not include a 
processor ? 

Mr. Karin. No, it would not include a processor. 

Mr. Avery. The type of an assembler that I am familiar with, 
they are usually creameries who are processors, and I couldn’t think of 
an illustration—will you give us an example of what that would be? 
What would he buy chickens? 

Mr. Karin. He would buy chickens, and he would buy produce, 
fruit, and vegetables. 

Mr. Avery. I see. 

Mr. Karin. And sell to a cannery 

Mr. Avery. So one who would actually distribute them to a retail 
store, I suppose ? 

Mr. Kartirn. Some cases he might. 

Mr. Roosevetr. Out in my country, there are a good many—I would 
put it in this category, in the fruit business, particularly, they buy it 
directly from the farmer, and either sell it directly at retail, or in some 
instances take it to the processor. 

Mr. Avery. I see, That is a type of operations I was not familiar 


with, and it was kind of intriguing to me to know just where he fitted 
into the commerce picture. 


That is all, Mr. Chairman. 

Mr. Roosrvert. That concludes the testimony taken on June 19, 
1959, and_we will now resume by hearing our first witness this morn- 
ing, Mr. Wallace N. Flint, executive vice president of the National 
Association of Food Chains, Washington, D.C. Will you come for- 
ward and make yourself comfortable? We appreciate your presence, 
sir. If you have a prepared statement or comments which you would 
care to make, we will be very happy to have you do so at this time. 


STATEMENT OF WALLACE N. FLINT, VICE PRESIDENT, NATIONAL 
ASSOCIATION OF FOOD CHAINS, WASHINGTON, D.C. 


Mr. Furnt. Thank you. I have no prepared statement. 


Mr. Roosgvetr. I will ask counsel whether he would interrogate at 
this point. 


Where else would the retail grocer go to get 
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Mr. MacIntyre. Will you fully identify yourself on the record for 
the benefit of the subcommittee ? 

Mr. Furnt. I am Wallace Flint, vice president of the National As- 
sociation of Food Chains. Do you desire more than that, Mr. 
Counsel ? 

Mr. MacIntyre. How long have you been so engaged ? 

Mr. Furnt. I have been with the National Association of Food 
Chains for 25 years. 

Mr. MacIntyre. Will you describe the association, what it is in the 
way of a trade organization ? 

Mr. Furnt. Yes. The National Association of Food Chains was 
organized in 1934, as a result of the requirements of the NRA which 
specified that there would be representation by an organization for 
each different branch of the food industry, and the food chains were 
determined at that time to be a sufficiently separate and distinct 
branch of food distribution that they should be represented by an 
organization. This was done. 

The association was incorporated in March of 1934. 

Currently, our association is comprised of 223 companies, and they 
operate approximately 12,200 stores. 

Mr. MacInryre. They, also, are operators of chains of grocery 
stores, the 223 ? 

Mr. Furnr. Yes. The organization was originally based on the 
definition of a chain as four or more stores. 

Mr. MacIntyre. Four or more ? 

Mr. Friintr. Yes. Currently, because of the fact that some of the 
chains have from four small stores to two larger ones, the member- 
ship requirement is multiunit, two or more stores. 

Mr. MacIntyre. Will you please state for the record who the of- 
ficers of the association are ? 

Mr. Furnt. Yes, sir. I wonder, would you prefer that I just send 
you a letterhead which will give all of it? The chairman of the 
board is Mr. G. H. Achenbach, who is president of Piggly Wiggly 
Sims Stores in Vidalia, Ga. The president of the association is John 
A. Logan, and we have, also, a secretary, Paul Cupp, president of the 
American Stores Co., and our treasurer is Ralph F. Burkard of First 
National Stores, and we have an executive committee of 18 food chain 
executives. Mr. Counsel, all of these are listed on our letterhead. I 
will be glad to just file one of those with you so that you can have 
the full record. 

Mr. MacIntyre. Please file it with the committee. As to the names 
of the members, the 223 members, do you have the list of the names? 

Mr. Futnt. The list of the names of the members—no, I do not 
have that with me. 

Mr. MacIntyre. Will you supply that for the record, also? 

Mr. Frint. Yes, indeed. 

Mr. MacIntyre. Would you say that the list of members includes 
about all of the food chains of three or more in the United States? 

Mr. Furnt. No, it does not. It includes—well, I would think about 
half—I can supplement that with definite figures to show either on the 
basis of Mr. Roosevelt’s 11 or more or on our basis of 4 or more stores. 

Mr. MacIntyre. On the basis of four or more ? 

Mr. Firnt. Four or more, yes. 

Mr. MacIntyre. On the basis of 11 or more, it would exclude very 
few, would it not ? 
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of the association. 





Mr. Furnt. There are a number of companies that are not members 


Mr. MacIntyre. Will you provide the record with the complete list 


of the membership ? 
Mr. Furnt. Yes, indeed. 


Mr. MacIntyre. Showing the address of the general office of the 


members ? 
Mr. Furnt. Yes. 
(The information follows :) 


NATIONAL ASSOCIATION OF Foop CHAINS, WASHINGTON, D.C. 


Chairman board of directors: *G. H. Achenbach, Piggly Wiggly Sims Stores, Inc., 


Vidalia, Ga. 
President : John A. Logan, Washington, D.C. 
Vice Presidents: 
*Charles J. Futterman, Shoppers Markets, Inc., Los Angeles, Calif. 
*S. N. Goldman, ACF-Wrigley Stores, Inc., Oklahoma City, Okla. 
*J. R. Peachey, Loblaw Inc., Buffalo, N.Y. 
Secretary : *Paul J. Cupp, American Stores Co., Philadelphia, Pa. 


Treasurer : *Ralph F. Burkard, First National Stores, Inc., Somerville, Mass. 


Assistant treasurer: Wallace N. Flint, Washington, D.C. 


BOARD OF DIRECTORS 
New England area: 
*Ralph F. Burkard, First National Stores, Inc., Somerville, Mass. 
John Mugar, Star Market Co., Newtonville, Mass. 
Irving W. Rabb, Stop & Shop, Inc., Boston, Mass. 
Middle Atlantic area : 
Henry C. Bohack, Jr., H. C. Bohack Co., Inc., Brooklyn, N.Y. 
*James Cooke, Penn Fruit Co., Inc., Philadelphia, Pa. 
*Paul J. Cupp, American Stores Co., Philadelphia, Pa. 
John A. Logan, Washington, D.C. 
*Myer B, Marcus, Food Fair Stores, Inc., Philadelphia, Pa. 
*J. R. Peachey, Loblaw Inc., Buffalo, N.Y. 
*L. P. Shield, The Grand Union Co., East Paterson, N.J. 
L. B. Smith, Jr., Thorofare Markets, Inc., Murrysville, Pa. 
Southeastern area: 
*G. H. Achenbach, Piggly Wiggly Sims Stores, Inc., Vidalia, Ga. 
*A. D. Davis, Winn-Dixie Stores, Inc., Jacksonville, Fla. 
*George W. Jenkins, Publix Super Markets, Inc., Lakeland, Fla. 
*Joseph Seitz, Colonial Stores, Inc., Atlanta, Ga. 
East Central area: 
T. J. Conway, The Fisher Bros. Co., Cleveland, Ohio 
* Jacob E. Davis, The Kroger Co., Cincinnati, Ohio 
Ermal W. Marsh, Marsh Foodliners, Inc., Yorktown, Ind. 
Norris D. Plumb, Plumb’s Super Markets, Inc., Muskegon, Mich. 
Fred C. Pockrandt, The Fred W. Albrecht Grocery Co., Akron, Ohio 
Central area: 
*George L. Clements, Jewel Tea Co., Inc., Melrose Park, I11. 
J.C. Daniel, Daniel Grocer Co., Murphysboro, Il. 
H. V. McNamara, National Tea Co., Chicago, Il. 
*Milton E. Sandell, Benner Tea Co., Burlington, Iowa 
West Central area: 
*Ray E. Dillon, J. S. Dillon & Sons Stores Co., Inc., Hutchinson, Kans. 
*Glenn R. Grife, Red Owl Stores, Inc., Minneapolis, Minn. 
Southwestern area: 
H. E. Butt, H. BE. Butt Grocery Co., Corpus Christi, Tex. 
*S. N. Goldman, ACF-Wrigley Stores, Inc., Oklahoma City, Okla. 
Western area: 
Earle A. Chiles, Fred Meyer, Inc., Portland, Oreg. 
J. C. Ernst, Lucky Stores, Inc.. San Leandro, Calif. 
*Robert A. Magowan, Safeway Stores, Inc., Oakland, Calif. 
Harland A. Storum, Thriftimart, Inc., Los Angeles, Calif. 
T. A. Von der Ahe, Von’s Grocery Co., Los Angeles, Calif. 


*Executive committee. 
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LIST OF MEMBERS 


Mr. Albert Arend, A. & K. Markets, West 710 Main Street, Spokane, Wash. 

Mr. S. N. Goldman, chairman of the board, ACF-Wrigley Stores, Inc., 615 Wilshire 
Boulevard, Oklahoma City, Okla. 

Mr. Fred I. Albrecht, executive vice preseident, The Fred W. Albrecht Grocery 
Co., 750 E. Talmadge Avenue, Postoffice Box 191, Akron 9, Ohio. 

Mr. A. J. Dougherty, treasurer, Alexander’s Markets, Inc., 204 West Wilson Ave- 
nue, Glendale 38, Calif. 

Mr. James A. Moreing, president, All American Markets, Inc., 800 Willow Road, 
Menlo Park, Calif. 

Mr. Claude W. Edwards, preseident, Alphy Beta Food Markets, Inc., 1111 Fuller- 
ton Road, La Habra, Calif. 

Mr. John R. Park, treasurer, American Stores Co., 124 North 15th Street, Phila- 
delphia 2, Pa. 

Sidney Applebaum, secretary, Applebaum's Food Markets, Inc., 2225 University 
Avenue, St. Paul 14, Minn. 

Mr. Howard A. Dusz, president, Aster Meats, Inc., 141 East Cuyahoga Falls 
Avenue, Akron 10, Ohio. 

Mr. Charles C. Bever, vice president, B. & B. Cash Grocery Stores, Inc., 802 12th 
Street, Postoffice Box 1808, Tampa, Fla. 

Mr. A. J. Bayless, president, A. J. Bayless Markets, Inc., 1131 North Central 
Avenue, Postoffice Box 1152, Phoenix, Ariz. 

Mr. A. M. Beach, Beach Grocery, 3104 Glendale Boulevard, Los Angeles 39, Calif. 

Mr. Ben R. Leiken, vice preseident, Bellman Markets, Inc., 1620 Adams Street, 
Toledo, Ohio. 

Mr. Frank L. Fentress, president, (Norfolk Super Market Association, Be-Lo 
Super Market, 7526 Granby Street, Norfolk 5, Va. 

Mr. Milton E. Sandell, president, Benner Tea Co., 3400 Mount Pleasant Street, 
Burlington, Iowa. 

Simon Moltack, president and general manager, Big Apple Super Markets, Inc., 
933 Lee Street S.W., Atlanta 10, Ga. 

Mr. Wayne E. Brown, president, Big Bear Stores Co., 770 West Goodale Boule- 
vard, Columbus 8, Ohio. 

Mr. Arthur Bannister, president, Big Chief Markets, Inc., 7 Eighth Avenue, 
Carbondale, Pa. 

Mr. John H. Irwin, president, Bob’s Super Markets, Inc., 6029 Grand Avenue, 
Post Office Box 278, Buena Park, Calif. 

Mr. William J. Kent, Jr., president, H. C. Bohack Co., Inc., 4825 Metropolitan 
Avenue, Brooklyn 37, N.Y. 

Mr. Bill G. Shotts, treasurer and controller, Bonham’s Foods, Inc., Post Office 
Box 7246, Corpus Christi, Tex. 

Mr. Paul Borman, Borman Food Stores, Inc., 12300 Mark Twain Avenue, Detroit 
27, Mich. 

Mr. Edwin A. Borrall, president, Borrall Markets, Inc., 2627 East University 
Avenue, Des Moines, Iowa. 

Mr. Al Goldstein, general manager, The Boys Market, Inc., 5531 Monte Vista 
Street, Los Angeles 42, Calif. 

Mr. Stanton W. Davis, president, Brockton Public Markets, Inc., 157 Main Street, 
Brockton 438, Mass. 

Mr. Charles Greenberg, president, Buckingham Super Markets, Inc., 1311 Rhode 
Island Avenue, NE., Post Office Box 1504, Washington 13, D.C. 

Mr. H. B. Butt, president, H. E. Butt Grocery Co., Post Office Box 371, Corpus 
Christi, Tex. 

Mr. R. 8. Williams, president, Buttrey Foods, Inc., 601 Sixth Street, SW., Post 
Office Box B-F, Great Falls, Mont. 

Mr. Nathan Loss, president, Buy-Right Super Market, Inc., 418 Pearl Street 
Lancaster, Pa. 

Mr. J. A. Barrett, president, Buy & Save Markets, Post Office Box 848, Vista, 
Calif. 

Mr. James P. Read, vice president, Cannery Sales, Inc., 400 Oak Street, Oakland 
7, Calif. 

Mr. Gordon G. New, joint managing director, Canning & Co., Ltd., 85 Queen 
Street, Port of Spain, Trinidad, BWI. 

Mr. Lee Javitch, vice president, Carlisle Food Market, 100 North Hanover Street, 
Carlisle, Pa. 


, 
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Mr. Miguel Moragrega, Jr., Casa Moragrega, S.A., Ocampo 131, Apartado 399, 
Guadalajara, Jal., Mexico. 

Mr. Asa Z. Erb, president, The Cassel’s Stores, 430 North Second Street, Reading, 
Pa. 


Mr. William Golub, president, Central Markets, Inc., 140 Erie Boulevard, Sche- 
nectady 1, N.Y. 


Mr. Jules J. Aron, president, Century Food Markets Co., 280 North Meridian 
Road, Youngstown, Ohio. 


Mr. Bernard Weisberg, vice president, Village Chatham, 17570 Chester Avenue, 
Detroit 24, Mich. 


Mr. Ed L. Westling, president, Checker Front Stores, Inc., 206 East Fourth 
Street, Austin, Tex. 

Mr, Joseph Seitz, president, Colonial Stores, Inc., (Post Office Box 4358, Atlanta 
2, Ga.), 2251 North Sylvan Road, East Point, Ga. 

Mr. Theodore Wixson, Columbia Food Co., 1845 SE. Third Avenue, Portland 14, 
Oreg. 

Mr. B. R. Littlejohn, Jr., vice president, Community Cash Stores, 346 Brawley 
Street, Post Office Box 1715, Spartanburg, S.C. 

Mr. Robert J. Cooper, president, Cooper & Martin, Inc., 425 Craighead Street, 
Nashville, Tenn. 

Mr. Dewey H. Cooper, Sr., president, Cooper’s Food Stores, Inc., Box 407, 
Sanford, N.C. 

Mr. John A. Nichols, president, The Cuban-American Sugar Co., 347 Madison 
Avenue, New York 17, N.Y. 

Mr. W. T. Dahl, president, Dahl’s, 3425 Ingersol, Des Moines, Iowa. 

Mr. Dubin, vice president and treasurer, Daitch Crystal Dairies, Inc., 400 Walnut 
Avenue, Bronx 54, N.Y. 

Mr. J. C. Daniel, vice president, Daniel Grocer Co., 18th and Chestnut Streets, 
Murphysboro, Ill. 

Mr. A. F. Delchamps, president, Delchamps, Inc., Post Office Box 1668, 305 North 
Water Street, Mobile 9, Ala. 

Mr. Ray E. Dillon, president, J. S. Dillon & Sons Stores Co., Inc., 307 North 
Washington Street, Hutchinson, Kans. 

Mr. Frank J. Draeger, president, Draeger’s Super Markets, Inc., 28 25th Avenue, 
San Mateo, Calif. 

Mr. Richard Waxenberg, president, Eagle-United, Inc., Post Office Box 67, Rock 
Island, Ill. 


Mr. Jack Eavey, president, The Eavy Co., 1 West Third Street, Xenia, Ohio. 

Mr. L. V. Eberhard, president, Eberhard Foods, Inc., 234 Garden Street, SE., 
Grand Rapids 7, Mich. 

Mr. M. L. Godfrey, Jr., president, El Rancho Markets, Inc., 756 Sunset Boulevard, 
Arcadia, Calif. 


Mr. Hy Winer, president, Elm Farm Foods Co., 600 Columbia Road, Boston 25, 
Mass. 

Mr. John L. Evans, vice president, The Evans Grocery Co., 700 First Avenue, 
Gallipolis, Ohio. 

Mr. Wayne E. Scheck, president, Finlay Shop-Rite, Inc., 1135 Tiffin Road, 
Findlay, Ohio. 

Mr. L. M. Fine, owner and general buyer, Fine’s Food Stores, 3525 NW. 23d 
Street, Oklahoma City 7, Okla. 

Mr. Adrian O’Keefe, president, First National Stores, Inc., 5 Middlesex Avenue, 
Somerville 45, Mass. 

Mr. T. J. Conway, president, The Fisher Bros. Co., 2323 Lakeside Avenue, Cleve- 
land 1, Ohio. 

Mr. Louis Stein, president, Food Fair Stores, Inc., 2223 East Allegheny Avenue, 
Philadelphia 34, Pa. 

Mr. Julius Tanteleff, president, Food Farm Supermarkets, Inc., 114 Richmond 
Avenue, Staten Island 2, N.Y. 

Mr. Frank L. Outlaw, president, Food-Lane, Inc., 428 West Whitner Street, 
Post Office Box 319, Anderson, S.C. 

Mr. G. W. Foster, president, Food Mart, Inc., Post Office Box 822, El Paso, Tex. 

Mr. Ted T. Shafton, comptroller, Food Town, Inc., 20 O Street, S.E., Washing- 
ton 3, D.C. 

Mr. Ben Schwartz, executive vice president, Foods Company Markets, Inc., 910 
West Santa Barbara Avenue, Los Angeles 37, Calif. 

Mr. Edwin J. Fox, president, Fox Markets, Inc., 4411 Slauson Avenue, Los 
Angeles 43, Calif. 
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Mr. Earle A. Chiles, president, Fred Meyer, Inc., 821 S.W. Fourth Avenue, Port- 
land, Oreg. 

Mr. W. RK. Faulkner, president, Fulmer Super Markets, 133 Jefferson Street, 
Springfield, Ohio. 

Mr. Arthur P. Greenblatt, president, The Fulton Markets, Inc., 225 East Aurora 
Street, Waterbury 10, Conn. 

Mr. Key Furr, president, Furr Food Stores, Inc., Post Office Box 1191, Amarillo, 
Tex. 

Mr. Roy Furr, president, Furr’s, Inc., 1708 Avenue G, Lubbock, Tex. 

Mr. Stanley Genetti, president, Genetti’s Sav-Way Markets, Inc., 20-30 North 
Laurel Street, Hazleton, Pa. 

Mr. Irwin W. Porter, buyer, Giant Eagle Markets, Inc., 31 35th Street, Pittsburgh, 
Pa. 

Mr. M. M. Cohen, president, Giant Food Shopping Center, Inc., Post Office Box 
1804, Washington 13, D.C. 

Mr. Samuel Aidekman, president, Good Deal Super Markets, 1069 Stuyvesant 
Avenue, Irvington 11, N.J. 

Mr. M. Cauwe, general manager, Grand Bazar d’Anvers §.A., rue aux lits 2, 
Antwerp, Belgium. 

Mr. Lansing P. Shield, president, The Grand Union Co., 100 Broadway, East 
Paterson, N.J. . 

Mr. Blayne Hutchison, Sr., president, Greater All American Markets, Inc., 8351 
East Firestone Boulevard, Post Office Box 312, Downey, Calif. 

Mr. John H. Heitmann, president, Gristede Bros., Inc., 1601 Bronxdale Avenue, 
New York 61, N.Y. 

Mr. John A. Sanderson, Sr., president, Grocery Basket Food Stores, Inc., 1440 
Racine Street, Delavan, Wis. 

Mr. Irving Feinstein, president, Growers Outlet, Inc., Post Office Box 880, Spring- 
field 1, Mass. 

Mr. D. M. Eiler, president, Gulf Super Markets, Inc., 8330 Florida Avenue, 
Tampa 4, Fla. 

Mr. Emil A. Hagstrom, president, Hagstrom’s Food Stores, Inc., 2930 Broadway, 
Oakland 11, Calif. 

Mr. Henry Haht, Halan’s Foods, Box 215, Milwaukee 13, Wis. 

Mr. W. T. Harris, president, Harris Super Markets, Inc., Post Office Box 3625, 
2201 Hawkins Street, Charlotte, N.C. 

Mr. Morris Levinson, president, Hart’s Food Stores, Inc., 175 Humboldt Street, 
Post Office Box 1630, Rochester 3, N.Y. 

Mr. Gerrit G. Hasper, Hasper’s Sav-Mor Markets, 260 Mason Avenue, Muskegon, 
Mich. 

Mr. Herbert Ekloeh, Herbert Ekloeh A. G., Oberlaender Ufer 94, Koeln-Bayenthal, 
Germany. 

Mr. H. G. Hill, Jr., president and general manager, H. G. Hill Co., 500 Second 
Avenue North, Nashville 3, Tenn. 

Mr. Gardner Stern, Jr., Hillman’s Ine., 28 West Washington Street, Chicago 2, Ill. 

Mr. Hilliard J. Coan, treasurer, Hill’s Supermarkets, Inc., 120 Secatogue Avenue, 
Farmingdale, N.Y. 

Mr. J. M. Newman, president, Hinky Dinky Food Stores, 11th and Jones Streets, 
Omaha 8, Nebr. 

Mr. Irving Gold, Hiram’s Markets, 4601 Silva Street, Lakewood 11, Calif. 

Mr. Frank H. Cataldo, president, Holyoke Food Mart, Inc., 235 South Street, 
Holyoke, Mass. 

Mr. Harry Adams, treasurer, The Home Stores, Inc., 1214 Broad Street, Chat- 
tanooga, Tenn. 

Mr. E. G. Houchens, president, Houchens Markets, Inc., 19-25 Main Street, 
Bowling Green, Ky. 

Mr. Ray Howard, president, Howard’s Piggly Wiggly Stores, Inc., Box 270, 
Magnolia, Ark. 

Mr. Howard E. Bardsley, partner, Howard’s Super Markets, 1240 Lakeshore 
Drive, Decatur, Il. 

Mr. Joseph P. Hughes, Hughes Markets, 2716 San Fernando Road, Los Angeles 
65, Calif. 

Mr. George L. Clements, president, Jewel Tea Co., Inc., 1955 West North Ave- 
nue, Melrose Park, II. 

Mr. James D. Jordano, assistant treasurer, Jordanos’, Inc., 35 West Canon Per- 
dido, Santa Barbara, Calif. 
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Mr. Samuel J. Levin, secretary, Jumbo Food Stores, Inc., 1244 Fifth Street NE., 
Washington 19, D.C. 

Mr. Juan Young, general manager, Kieuow’s Food Stores, Inc., 1401 S.E. Morrison 
Street, Portland 14, Oreg. 

Mr. Leo A. Goldberg, president, King Cole Markets, Inc., 4550 Melrose Avenue, 
Los Angeles 29, Calif. 

Mr. Lloyd King, vice president, King “Soopers” Inc., 1400 West Third Avenue, 
Irvington, N.J. 

Mr. Joseph Bildner, president, Kings Super Markets, Inc., 163 Shaw Avenue, 
Irvington, N.J. 

Mr. Arthur N. Reicher, secretary and buyer, Kory’s Markets Inc., 1731 West 
Santa Barbara Avenue, Los Angeles 62, Calif. 

Mr. Joseph B. Hall, president, The Kroger Co., 35 East Seventh Street, Cin- 
cinnati 2, Ohio. 

Mr. Samuel Goldstad, president, Lands Markets, Ine., 1503 South La Cienega 
Boulevard, Los Angeles 35, Calif. 

Mr. Herbert Schear, chairman of the board, The Liberal Market, Inc., 230 Con- 
cord Street, Dayton 8, Ohio. 

Mr. Fred Montesi, president, Liberty Cash Grocers, Inc., 1797 South Florida 
Street, Post Office Box 2147, Memphis 9, Tenn. 

Mr. L. F. Mientkiewicz, president, Lincoln Markets, Inc., 1217 Parade Street, 
Erie, Pa. 

Mr. Leon Miller, president, Littlkeman Stores, Inc., 3475 California Street, San 
Francisco 18, Calif. 

Mr. G. E. Huffman, general manager, Loblaw Groceterias Co., Ltd., Fleet and 
Bathhurst Streets, Toronto 2, Ontario. 

Mr. J. R. Peachey, president, Loblaw, Inc., 678 Bailey Avenue, Post Office Box 941, 
Buffalo 5, N.Y. 

Mr. T. E. Louis, president, Louis Stores, Inc., Post Office Box 4058 Bayshore Sta- 
tion, Oakland 23, Calif. 

Mr. J. C. Ernst, chairman of the board, Lucky Stores, Inc., 1701 First Avenue, 
San Leandro, Calif. 

Mr. W. V. Luther, owner, Luther’s Stop & Shop Stores, 3417 S.E. 82d Avenue, Port- 
land 6, Oreg. 

Mr. A. Lewis, president, “M’ System Food Stores, Inc., 124 West Fourth Street, 
Post Office Box 2091, San Angelo, Tex. 

Mr. Robert F. Wilson, president, Magruder, Inc., 1138 Connecticut Avenue, NW., 
Washington 6, D.C. 

Mr. Neal D. Ramsey, president, Market Basket, 6014 South Eastern Avenue, 
Los Angeles, Calif. 

Mr. J. Earl Garrett, president, Mayfair Markets, 4883 Bandini Boulevard, Los 
Angeles, Calif. 

Mr. Stanley P. Kaufelt, president, Mayfair Super Markets, 127 East Second 
Street, Plainfield, N.J. 

Mr. Ermal W. Marsh, president, Marsh Foodliners, Inc., Yorktown, Ind. 

Mr. Frederick G. H. Meijer, vice president and general manager, Meijer’s Super 
Markets, Inc., 425 Fuller Avenue, NE., Grand Rapids, Michigan. 

Mr. Roland Merrigan, Merrigan Super Markets, Post Office Box 422, Gallatin, 
Mo. 

Mr. J. E. Messick, president, J. G. Messick & Sons, Inc., 126 Brookstown Avenue, 
Winston-Salem, N.C. 

Mr. Norman R. MeVeigh, president, Mick-or-Mack Stores, Co., Inc., 840 Union 
Street, Salem, Va. 

Mr. Lester Milgram, executive vice president, Milgram Food Stores, Inc., 401 
Jast 22d Street, Kansas City, Mo. 

Mr. G. W. Mitchell, vice president, Minimax Stores, (division of the Schuh- 
macher Co.), Post Office Box 179, Houston, Tex. 

Mr. Emmet H. Hyman, president, Minimax Super Mercados, S.A., Calle 23, No. 
105, Vedado, Havana, Cuba. 

Mr. George E. O’Brien, vice president, Morris and O’Brien, Inc., 1750 Noriega 
Street, San Francisco, Calif. 

Mr. Joseph P. Mott, president, Mott’s Super Markets, Inc., 59-63 Leggett Street, 
East Hartford, Conn. 

Mr. Millis F. Mulkey, president Mulkey & Jackson Super Markets, 417 Georgia 
Avenue, Chattanooga, Tenn. 

Mr. G. E. Hutchens, president, National Food Stores, Inc., Courtesy Road, Post 
Office Box 670, High Point, N.C. 
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Mr. Walter Zirpolo, president, National Grocery Co., 128 Elmora Avenue, Eliza- 
beth, N.J. 

Mr. Harley V. McNamara, president, National Tea Co., 1000 North Crosby Street, 
Chicago, Ill. 

Mr. John J. O’Connor, owner, O’Connor’s Super Market, 200 Garfield Avenue, 
Plainfield, N.J. 

Mr. Henry Meyer, president, Oregon Piggly Wiggly Co., 601 Northeast 22d Ave- 
nue, Portland, Oreg. 

Mr. Albert Lettman, general manager, Park Edge Super Markets, 942 McKinley 
Parkway, Buffalo, N.Y. 

Mr. Robert S. Parker, secretary-treasurer, Parker’s Food Stores, Inc., Post Office 
Box 1391, Wichita Falls, Tex. 

Mr. James Cooke, vice president and general manager, Penn Fruit Co., Inc., Post 
Office Box 6122, Philadelphia, Pa. 

Mr. Benjamin Metrick, secretary, Pessin Grocery Co., 400 West Compton Boule- 
vard, Compton, Calif. 

Mr. Max Friedman, president, Pick-N-Pay Super Markets, Inec., 3621 Chester 
Avenue, Cleveland, Ohio. 

Mr. A. Pedreault, S. S. Pierce Co., 1383 Brookline Avenue, Boston, Mass. 

Mr. Benjamin P. Kramlich, president, Piggly Wiggly Midwest Co., Post Office 
30x 139, 1009 West Jefferson Street, Rockford, Il. 

Mr. T. R. Bohnet, president, Piggly Wiggly Northland Co., 400 Universal Build- 
ing, Fargo, N. Dak. 

Mr. John Thompson, partner and general manager, Piggly Wiggly of Mont- 
gomery, Post Office Box 2086, Montgomery, Ala. 

Mr. O. J. Schoen, vice president, Piggly Wiggly of San Diego, Post Office Box 
1030, 4247 Park Boulevard, San Diego, Calif. 

Mr. William A. Grasser, Piggly Wiggly Racine, Inc., Post Office Box 287, She- 
boygan, Wis. 

Mr. G. H. Achenbach, president, Piggly Wiggly Sims Stores, Inc., Post Office Box 
389, Vidalia, Ga. 

Mr. Norris D. Plumb, president, Plumb’s Super Markets, Inc., 16638 West Sher- 
man Boulevard, Muskegon, Mich. 

Mr. Leonard Blum, vice president, Popular Markets, Inc., 59 Napier Street, 
Springfield, Mass. 

Mr. Leon Weinstein, president, Power Super Markets, Ltd., 75 Vickers Road, 
Toronto, Ontario. 

Mr. R. J. Benson, secretary-treasurer, Progressive Stores, Inc., Drawer 220, 
Sanford, N.C. 

Mr. George W. Jenkins, president, Publix Super Markets, Inc., Post Office Box 
440, Lakeland, Fla. 

Mr. Harold Toppel, president, Pueblo Super Market, Roosevelt Avenue, Corner of 
San Fernando, Puerto Nuevo, Puerto Rico. 

Mr. Leo Kahn, president, Purity Food Stores, Inc., 36 Franklin Street, Malden, 
Mass. 

Mr. John Niven, president, Purity Stores, Ltd., Post Office Box 3514, 1645 Rollins 
Road, Burlingame, Calif. 

Mr. R. J. Reading, president, Quality Markets, Inc., 57 River Street, James- 
town, N.Y. 

Mr. T. J. Lepisto, general manager and treasurer, Quality Food Markets, Inc., 
342-346 Hecla Street, Laurium, Mich. 

Mr. John H. Musso, president, Quality Foods, Inc., 1044 O’Farrell Street, San 
Francisco, Calif. 

Mr. Thomas P. Raley, president, Raley’s Supermarkets, 1515 20th Street, Sacra- 
mento, Calif. 

Mr. Leo R. Gilleran, controller, Ralph’s Grocery Co., 3410 West Third Street, Los 
Angeles, Calif. 

Mr. H. Bruggeman, president, Rancho Market Basket Stores, 5115 Churchward 
Street, San Diego, Calif. 

Mr. T. G. Parham, president, the Red Food Stores, Inc., 801 East 12th Street, 
Chattanooga, Tenn. 

Mr. Alf. L. Bergerud, president, Red Owl Stores, Inc., Post Office Box 1128, Min- 
neapolis, Minn. 

Mr. J. A. Reid, J. A. Reid Wholesale, Inc., 707 Providence Road, Charlotte, N.C. 

Mr. K. W. Rogers, Jr., president, K. W. Rogers & Sons, Ine., 221 South Main 
Street, Dyersburg, Tenn. 
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Mr. Martin Rosengarten, vice president, S. Rosengarten & Co., Inc., 641 West 
131st Street, New York, N.Y. 

Mr. Paul G. Reitz, president, S. V. Corp., 16 North Main Street, DuBois, Pa. 

Mr. Robert A. Magowan, chairman of the board, Safeway Stores, Inc., Post Office 
Box 660, Oakland, Calif. 

Mr. Milton R. Sage, president, Sage’s Complete Markets, Post Office Box 1061, 
Base Line at F Street, San Bernardino, Calif. 

Mr. R. K. Hammerstrom, president, Sawyer Stores, Inc., 2223 Montana Avenue, 
Box 2516, Billings, Mont. 

Mrs. P. Schubert, Schubert Food Markets, 1930 West Mitchell Street, room 201, 
Milwaukee, Wis. 

Mr. Jere W. Thompson, 7-Eleven Stores, Ltd. (of Florida), 2824 North Haskell 
Avenue, Dallas, Tex. 

Mr. Charles J. Futterman, president, Shoppers Markets, Inc., 1019 South La 
Brea Avenue, Los Angeles, Calif. 

Mr. W. R. Hayden, president, Shopping Bag Food Stores, 10150 Lower Azusa 
Road, El Monte, Calif. 

Mr. Sidney E. Wallace, president, Sid’s Stores, Inc., 1124 Solano Avenue, Albany, 
Calif. 

Mr. S. L. Slaughter, manager, Slaughter Stores, 218 West 19th Street, Austin, 
Tex. 

Mr. Norman W. Kalat, E. T. Smith Co., 55 Millbrook, Worcester, Mass. 

Mr. Stephen Mugar, president, Star Market Co., 297 Walnut Street, Newtonville, 
Mass. 

Mr. Sam Steinberg, Steinberg’s Limited, 5400 Hochelage Street, Montreal, 
Quebec. 

Mr. Allen I. Freehling, Stevens Markets, Inc., 6209 NW. 27th Avenue, Miami, 


a. 

Mr. Frank L. Stockton, president, Stockton’s Inc., 321 East 8th Street, Newton, 
Iowa. 

Mr. Sidney R. Rabb, chairman of board, Stop & Shop, Inc., 393 D Street, Boston, 
Mass. 

Mr. Frank Kassis, general manager, Stop-N-Shop Markets, 1000 Vine Street, 
Sacramento, Calif. 

Mr. George Sercl, president, Sunshine Food Markets, 815 South 6th Street, 
Sioux Falls, S. Dak. 

Mr. J. Lipton, president, Super Duper Markets, Inc., 801 North 16th Street, 
Omaha, Nebr. 

Senor Heriberto Vidales, Gerente Gen., Super Mercados, S.A., Calle Norte 42 No. 
2818, Mexico, D.F. 

Mr. M. S. Duffus, vice president, Super-Valu Stores, Ltd., 3700 Kingsway, Van- 
couver, British Columbia. 


Mr. R. M. Winslow, vice president, Super Valu Stores, Inc., Box 539, Minnea- 
polis, Minn. 


Mr. Paul J. Cifrino, treasurer, Supreme Markets, Inc., 540 Gallivan Boulevard, 
Dorchester, Mass. . 

Mr. E. M. Sweeney, president, Sweeney & Co., Inc., Post Office Box 721, San 
Antonio, Tex. 


Mr. F. C. Thomas, chairman of board, F. C. Thomas, Inc., 416 East State Street, 
Olean, N.Y. 


Mr. J. P. Fry, vice president and secretary, Thorofare Markets, Inc., Post Office 
30x 237, Pittsburgh, Pa. 

Mr. Harland A. Storum, treasurer, Thriftimart, Inc., 1489 West Washington 
Boulevard, Los Angeles, Calif. 

Mr. Donald 8S. Schwartz, president and chairman of the board, Thriftway Stores, 
Ine., Post Office Box 1494, Des Moines, Iowa. 

Mr. Del Chostner, vice president, Tradewell Stores, Inc., 4103 Second Avenue 
South, Seattle, Wash. 

Mr. 8S. E. Pershall, Jr., president, Tri City Grocery Co., Inc., 1603 State Street, 
Granite City, Il. 

Mr. J. J. Vande Loo, president, Van’s Food Marts, Inc., 6027 West Greenfield 
Avenue, West Allis, Wis. 

Mr. Charles A. Smith, Sr., president, Victory Chain, Inc., 54 East Main Street, 
Norwich, N.Y. 

Mr. Charles Von der Ahe, president, Von’s Grocery Co., 3750 West Santa Bar- 
bara Avenue, Post Office Box 8838, Los Angeles, Calif. 
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Mr. Sidney Williams, general manager, Wegman’s Food Markets, Inc., 74 West 
Main Street, Rochester, N-Y. 


Mr. J. Weingarten, chairman of the board, J. Weingarten, Inc., 600 Lockwood 
Drive, Houston, Tex. 


Mr. Harry Weis, president, Weis Markets, Inc., 518 South Second Street, Sun- 
bury, Pa. 

Mr. Dwight McDonald, president, the White Stores, Inc., 133 North Broadway, 
Post Office Box 317, Knoxville, Tenn. 

Mr. Edward J. Buck, general manager food division, Wieboldt Stores, Inc., 820 
Davis Street, Evanston, Il. 


Mr. A. D. Davis, president, Winn-Dixie Stores, Inc., Drawer B, West Bay Station, 
Jacksonville, Fla. 

Mr. Willard Woodman, president, Woodman’s Food Markets, 1266 Milton Avenue, 
Janesville, Wise. 


Mr. T. R. Farrell, vice president, Woodward Stores, Ltd., Vancouver, British 
Columbia. 


Mr. Harvey E. Wuest, president, Wuest’s Inc., 312 West Cedar Street, Sequin, 
Tex. 


Mr. Earl Wyatt, president, Wyatt Food Stores, Post Office Box 10087, Industrial 

Station, Dallas, Tex. 

Mr. MacIntyre. Do you have any information as to the total vol- 
ume of dollar sales of the members of your organization for the year 
1958 ? 

Mr. Frnt. I can give you an estimate, if that would be helpful. 

Mr. MacIntyre. If you would, please. 

Mr. Furntr. Based on a spot check, we believe that the sales per 
store is somewhat in excess of a million dollars. So, therefore, for 
12,200 stores our estimate of the total sales volume would be between 
$12 billion and $13 billion. 

Mr. MacInryre. For 1958? 

Mr. Firnt. Yes. 

Mr. MacIntyre. You heard the chairman’s statement. He has 
drawn from statistics that have been placed before the committee that 
food chains of four or more, perhaps, had as much as 43 percent of 
the total retail food sales last year. Does that accord with informa- 
tion familiar to you ? 

Mr. Furnt. Our estimates for 1957 were 42 percent for the corporate 
chains and 42 percent for the voluntary and cooperative chains. 

For 1958, we do not have any firm figures, but I believe that when 
the figures do come out they will, probably, show that the voluntaries 
and cooperatives have increased their percentage somewhat. So that 
for 1958, it might be, say, around 40 or 41 percent for the corporate 
chains and, perhaps, 43 percent for the voluntary chains. 

Mr. MacIntyre. About 84 to 85 percent for the two groups? 

Mr. Furnt. Yes, I think that would be approximately correct; 85 

ercent. 

Mr. MacInryre. In the invitation to you to appear and testify, the 
chairman asked that you discuss mergers from the viewpoint of the 
businesses that have been bought out—whether they were due to 
taxes, financing problems, or competitive practices, or a combination 
of those things. Do you have information along that line, Mr. Flint ? 

Mr. Firnt. Mr. MacIntyre, as I explained to you, we have made 
no studies along these lines. Therefore, any information that I have 
would be merely what I have read or hearsay. I really do not feel 
that would be of substantial value to this committee. 

Mr. MacIntyre. So you are without reliable information about 
these matters ? 
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Mr. Furnt. That is right. 

Mr. MacIntyre. The letter of invitation also asked you to appear 
and testify about practices used by food stores in their operations, 
and that would include the contracting for growing of food supplies, 
marketing and distributing such supplies, up to and including the 
retail sales. Do you have information on that? 

Mr. Furr. No, Mr. MacIntyre. Again, as I had explained to 
you when we had our preliminary meeting, our association has not 
made such studies and, therefore, I am not prepared to present any 
information to the committee in that area. 

Mr. MacInryre. Do you consider yourself uninformed on it? 

Mr. Furnt. Yes, except what anyone would normally read in the 
trade papers and conversation and so on, but so far as having any 
study made on the subject which would really be helpful to the 
committee, I am not in possession of such information. 

Mr. Roosevetr. May I interrupt, Counsel, for a minute? I think 
it might be well for us, to tell us that when you are in a very re- 
sponsible position. I do not think you help when you say you have 
read certain material and have discussed it with your members. You 
would have certain knowledge as to what is going on in your field. 
And we would be very anxious to get from you your impression— 
understand that it is your impression—of the different practices and 
the reasons for mergers as you have seen them taking place within 
the field. 

Mr. Furnt. Well, from the point of view as you express it, just im- 
pressions that I get—obviously, you do not live in a vacuum—there 
are said to be many reasons why the owner of one company might 
wish to sell out. And among those that I have heard are (1) that 
he is getting old, and, perhaps, having no one of the family to pass 
the business along to, naturally, would want to find someone to buy 
the business. 

Another reason, which I have heard expressed, is a substantial 
tax problem, that the small owner who may want to turn a business 
over to his heirs, finds that the tax impact is such that they might 
have to sell the business under rush circumstances in order to meet 
the tax obligations. 

Mr. Roosrvetr. On that point, would the legislation which we 
passed last year make it easier for small business concerns to provide 
for the initial impact of the tax upon the estate? Has that made any 
difference, in your opinion, in that particular point? 

Mr. Furnt. I have not had any experience in that area. I would 
think it would be helpful. Some of the reasons which I have heard 
mentioned are that after a number of years of hard work, the owner 
of a company might like to cash in on his effort and take a capital 
gain and retire. 

Others have expressed the opinion that there is a need for liquid 
assets, and if there is a going small business or medium-sized business 
which is in the hands of a family, they might feel as the owners get 
older that it would be desirable to have liquid assets in terms of a 
stock that is registered on the stock exchange, rather than to have a 
business which is much more difficult to sell and, certainly, extremely 
difficult to sell on a partial basis, whereas stock, of course, if it is a 
listed stock, why, it would be quite liquid and could be sold in part or 
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in whole. This might very logically be a good reason why an owner 
would prefer to have that sort of stock instead of a company. 

These are among things, as you say, one picks up in normal obser- 
vation. 

Some might not want to add, to put in additional money. Fre- 
quently a company is in a position where if it is going to expand and go 
ahead, it would require additional money. And rather than go ahead 
with further investments, the owner might decide that he would 
prefer to take life easier and let someone else carry that expansion 
effort. 

Mr. Roosevett. Is there any difficulty in obtaining additional capi- 
tal for this type of business—is there any difficulty ? 

Mr. Furnr. I do not know how difficult it is to secure funds. I 
would think that in some cases it might be. On the other hand, there 
are many local institutions which probably are in a position to finance 
a smaller company if it is in a sound condition—if it is a sound 
company. 

Mr. Roosevett. Mr. MacIntyre. 

Mr. MacInryre. Mr. Flint, information has come to the subcom- 
mittee to the effect that your association last year made a study on 
quite a number of selected items as they were included in special sales, 
and as they were included in regular sales, and that the study com- 
pared the prices of nonsale items and prices of sale items on sale days 
and nonsale days. Do you have in mind that study ? 

Mr. Furr. I do not identify it from your description. I do know 
that one of the major activities of our association is that of working 
with producers when they have a big supply of a particular food com- 
modity, and under such circumstances, we have had since 1936 a pro- 
gram of working with them at their request to put on a special sales 
program. I say put on; we request our members to cooperate in this, 
all over the United States, and then at the close of the program we 
endeavor to make a survey of results to show how much of this effort 
has resulted in additional sales of the product which is in big supply. 

Mr. McCutxocn. Does your study, also, include what beneficial re- 
sults have occurred to the consumers in lowered prices ? 

Mr. Fuint. Mr. McCulloch, in almost all of these cases, the way 
nature operates when there is a big supply of an item it is, also, of 
good quality, usually of far above average quality; the same factors 
that make it big make it good, whether it is lemons or whether it is 
peaches or beef or whatever it is, and therefore this is one of the 
fundamental bases of the establishment of the program, that it rep- 
resents a good buy for the consumers, and the thing that it needs 
more than anything else is to be called to their attention. These pro- 
grams are developed for the specific purpose of having, nationwide, 
called to the attention of the consumers an item which is a really 
good buy. 

Mr. McCuttocn. I should like to pursue the question a bit further. 
All of what you say may be true. But are members of your asso- 
ciation equally as interested in seeing that the consumer gets the 
benefit of quality and the price, as you are that you have an increased 
volume for your members? 

Mr. Firnt. Yes, they are on a par. The two of them work hand in 
hand. We cannot have a success one way without the other. 
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Mr. McCutzocn. I do not know whether I would go along with that 
statement in its entirety or not. I am very pleased to know that the 
consumer’s interest is being looked after as well as the merchandiser, 
the retailer, the wholesaler, and the producer. 

Mr. Furnt. Mr. McCulloch, along that line a little further, we had, 
working with the magazine Every Woman’s Family Circle, developed 
a program of telling consumers 21 ways to make their food dollar 
buy more. About 5 million copies of this have been distributed, and 
we think it has been of tremendous value to the consumers in telling 
them how to use their food dollars to the best possible advantage. 

Mr. McCuttocu. I think you are to be commended, your association 
and the members, for these methods and activity, because it appears 
from at least some tentative information that I have, not the com- 
mittee—the committee may have it, also—there has been a very sub- 
stantial increase in price to the consumers over the period of the last 
5 or 6 years, when, as a matter of fact, the producer on the whole 
has been receiving even less for his produce. 

Mr. Roosrvettr. You might like to comment on that. Has this been 
as successful as you hope, or what has been the reason that the producer 
does not seem to be getting, let us say, any more than he has been 
getting, and the sales have gone up and, certainly, prices have not 
gonedown? Can you give usa reason for this? 

Mr. Firnt. There are some very interesting facts which I think 
the committee would like to have along those lines. For example, 
we made a little study here a few months ago, since the value to the 
consumer is not only a product of what the sales price is, but what 
he is earning. We put these figures in terms of how long he had to 
work in order to earn—in order to buy certain commodities. And 
for example, in eggs, 1 dozen of which could be bought for 78 minutes’ 
work in 1890, 61 minutes’ work in 1925, and 17 minutes’ work in 1958. 

Steak, round steak, was 46 minutes in 1890, 40 minutes in 1925, and 
then 29 minutes of work required in 1958. 

We have figures similar to that data taken from the Bureau of Labor 
Statistics for a number of items, which show that since 1925, instead 
of going back to the earlier figure, the cost in terms of worktime for 
flour has declined 55 percent, milk 53 percent, butter 65 percent, bread 
50 percent, eggs 72 percent, coffee 56 percent, sugar 58 percent, and po- 
tatoes 50 percent. 


This, we think, is a very substantial contribution in behalf of 
the consumer. 

There is, in addition to that, an interesting fact in the report of the 
Consumer Price Index for May 1959, which is the latest one that is 
out, and it shows that as compared with May 1958, just a year ago, 
the price of food at home, this is the food that is sold by the stores, 
not other food, has declined 4.4 percent. It is down that much from 
a year ago. 

Mr. Avery. That last statement—I am not sure that I understood 
that. 

Mr. Firnt. In the Bureau of Labor Statistics figures, they show 
a price index, a consumer price index, and this is divided into various 
sections. One of the sections is the price of food at home, which is 


the food that the housewife purchases at the store and then prepares 
in the home. 
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Mr. Avery. As opposed to that 

Mr. Furnr. To the restaurant purchases. And it is this food-at- 
home purchase, which I think to a substantial extent represents the 
purchases for the major part and, also, the purchases of people who, 
perhaps, are of lower income groups; it is more important to them 
than the other element, and this particular figure shows that the prices 
of the food for consumption at neal is down 4.4 percent from May a 
rear ago. 
’ Mr. Avery. Is that 4-percent decline based on the present current 
price, or on the basis of earnings that you recited awhile ago? 

Mr. Furnt. This is strictly a price tag. 

Mr. Avery. That is the point I wanted to get. 

Mr. Furnr. Yes. It would be more than that if it were the other. 

Mr. Avery. Wages have gone up? 

Mr. Furr. Yes. 

Mr. McCuttocu. Do you know whether that report carries the re- 
duction in selling price of foodstuffs at the point of production for 
the same period of time on the respective dates that you have men- 
tioned ? 

Mr. Firnt. There is a wholesale price index, which covers the same 
period of time. 

Mr. McCuttocn. You do not have that list—you do not know what 
the reduction has been in the price at the production level ¢ 

Mr. Fuirnt. No; the only figure I have immediately in mind is that 
the wholesale price index declined overall a tenth of 1 percent in the 
latest release. This does not refer to the food area of it. That I 
would have to get. But the overall picture was down. 

Mr. McCuttocu. As to that price at the wholesale level—it would 
not necessarily follow that that was the price at the production level— 
there might have been transportation and processing between the 
point of production and the wholesale point, is that not right? 

Mr. Furnr. You mean there could be changes in the cost of trans- 
portation which would affect it? That is true. Although, I think 
that over a period of time it would be more significant than at any 
given point. 

Mr. McCutxocu. I think, perhaps, I have not said clearly what I 
intended to say. Do these figures reflect the price of focdstuffs at the 
point of production? We have talked about eggs, I believe, and broil- 
ers. Is the wholesale price of which you speak the price that the 
poultryman receives at the point of first shipment or is it a wholesale 
price fixed someplace else, which has had added to it the cost of the 
transportation and the cost of processing, after it left the place of 
initial production ? 

Mr. Furnt. I think you would have to get that exact point of col- 
lection of figures from BLS. I would rather not hazard a guess on 
that. 

Mr. McCuttocn. Thank you. 

That is all. 

Mr. MacIntyre. I have just this request to make, Mr. Flint. We 
would want you to present, along with this list of membership, copies 
of this study to which reference was made. Can you locate it and 
let us have it ? 
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Mr. Furnr. If you will help me identify that. I do not identify 





it 

Mr. MacIntyre. We will do that. 

Mr. Fi tnt. At that point. 

Mr. Roosrveir. Could we have a copy of this report that you just 
referred to citing the reduction in eggs, flour, steak, and so forth ? 

Mr. Furnv. I will be glad to present that to the committee. 

Mr. Roosrvetr. I might say that I think in fairness if you go back 
far enough a comparison by number of minutes or hour’s work is not 
necessarily a sound comparison, because the wage earner has reduced 
his hours and increased his pay in proportion to the hours which he 
works. And whether this reflects an accurate and true reduction is 
something I would want to look into fairly well. 

Mr. Furnt. Yes; I think that it would accentuate the benefit be- 
cause now he works shorter hours and still is able to do it for less 
time so that the picture is pretty favorable overall, well, not only in 
the food industry but in many industries where there has been prog- 
ress in development of better methods and development in the equip- 
ment and the types of stores and so forth, which have not only given 
the consumer very much better quality—these can be added to it—that 
you have got packaging, which is much superior from a sanitation 
standpoint and many other factors of that sort, including variety, 
and types of merchandise that are available all of the year around— 
that have cost money and yet, in spite of this, the job has been done 
so that the consumer gets the food at a lower cost in terms of time. I 
think it is really a remarkable contribution that the food industry 
has made. 

Mr. Roosrvett. That will be very interesting to look at. Mr. 
Brown. 

Mr. Brown. I agree with you on the quality of food being better, 
and I think that food distribution has, certainly, improved in recent 
years. I would like your comment on "this statement. I quote from 
a report of the Committee on Agriculture of the House of Representa- 
tives recently released in which they say— 


In spite of the substantial upgrading of the foods purchased, and in spite of an 
average increase in expenditures per family of $260— 


that is for food annually in the last 10 years— 


farmers received 8 fewer dollars from each family’s expenditures than 10 years 
ago. 

Do you concur with that viewpoint ? 

Mr. Furnt. I do not know the data. But I am sure that if the 
Department made a study on it that it is quite accurate. I do not 
know about the information. 

Mr. Brown. One of the things I think we are trying to find out in 
these hearings is just where the additional money is going and why. 
You have over 200 chainstores in your membership ? 

Mr. Furnt. That is right. 

Mr. Brown. I have before me the 1959 edition of “Facts in Grocery 
Distribution” distributed by the Progressive Grocer—you are familiar 
with this? 

Mr. Fuint. Yes. 
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Mr. Brown. Let me read you the names of some of these chains 
and see if they are members. Great A & P. 

Mr. Fiint. No, they are not a member. 

Mr. Brown. Not a member ? 

Mr. Furnt. That is right. 

Mr. Brown. Safeway Stores? 

Mr. Fuirnt. They are a member. 

Mr. Brown. Kroger? 

Mr. Furnt. Yes. 

Mr. Brown. American? 

Mr. Furnt. Yes. 

Mr. Brown. National Tea? 

Mr. Fuinr. Yes. 

Mr. Brown. Food Fair? 

Mr. Furnt. Yes. 

Mr. Brown. Winn-Dixie? 

Mr. Furnrt. Yes. 

Mr. Brown. First National? 

Mr. Fuinr. Yes. 

Mr. Brown. Colonial Stores? 

Mr. Furnt. Yes. 

Mr. Brown. Grand Union? 

Mr. Furnr. Yes. 

Mr. Brown. Jewel Tea? 

Mr. Furnt. Yes. 

Mr. Brown. Dominion? 

Mr. Furr. No. 

Mr. Brown. Stop and Shop? 

Mr. Fuinr. Yes. 

Mr. Brown. H.C. Bohack? 

Mr. Furnt. Yes. 

Mr. Brown. Fisher? 

Mr. Furnr. Yes. 

Mr. Brown. Those stores that I have just read to you, according 
to this information, do approximately $10 billion worth of grocery 
business a year. And the figures that you gave the committee a few 
moments ago when you said that your total membership would do 
between $10 and $13 billion—you mean all of the other members 
just do about $2 billion a year? 

Mr. Fuint. Isn’t that figure that you gave me including A. & P.? 

Mr. Brown. No, it does not. 

Mr. Firnt. It does not include them ? 

Mr. Brown. No. If you include A. & P., it goes over $15 bil- 
lion. 

Mr. Furnt. The estimate that I made was based on a survey of 
average per store sales, and so it was an estimate, and I would be- 
lieve that that is a pretty fair estimate. It may have changed. 
These are 1958 figures, and I had 1957 figures. There could be some 
difference. 

Mr. Brown. In the same survey that you made of your members, 
how have profits been running the last 5 or 10 years? 

Mr. Furnt. We have sponsored, the association has, a collection 
of operating data for food chains, which is assembled by Harvard 
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Bureau of Business Research. This is available to anyone in the 
industry, or anyone outside of the industry who might be interested 
in it. And the figure of profits after taxes for the latest year, 
1957—the 1958 figures are now being compiled—ran, I believe, 1.44 
percent. 

Mr. Avery. That is percentage—— 

Mr. Firnt. Percentage computed against total sales. 

Mr. Avery. Is that against total volume? 

Mr, Furnt. Yes. 

Mr. Brown. The names of the stores that I read are the ones doing 
the big volume, are they not ? 

Mr. Furnt. Yes; you have named the largest companies. 

Mr. Brown. I notice in this same report those stores must be doing 
better or something, because they quote the Super Market Institute 
and give a typical supermarket operating statement; and _ profits 
are 2.26 percent of sales. I wonder what typical supermarket opera- 
tion they are taking. Would that be the biggest or what ? 

Mr. Fuint. Well, I do not know. I think you have a man from 
the Super Market Institute to testify and, perhaps, he could identify 
it for you. 

Mr. Brown. We will ask him. Generally speaking, you are quite 
familiar with it. You have been in it for a long time. Have profits 
been increasing healthily ? 

Mr. Fuiint. The profit range has varied. At the present time, it 
is high. I would say it has been higher and it has been lower. The 
range, perhaps it is better to get the figures for you. Sometimes in 
pulling figures out of your mind, you do not recollect all of the data. 
But over a long period of time, the profit range has not differed great- 
ly from a net of, perhaps, just over 1 percent to, perhaps, as high as 
11% percent, in that area. 

Mr. Brown. That would not give us the true picture, Mr. Flint, 
in my opinion, because this study, also, shows greater sales per em- 
ployee; in other words, operating costs of sales go down as these units 
get bigger. 

Mr. Futnr. That would not necessarily follow from your state- 
ment, because although there are greater sales per employee, there 
are also higher costs of operation not only in terms of higher wages, 
but other benefits for employees and other costs of operations. 

Mr. Brown. All right. Let us get down to cases then. I read an 
article not too long ago where one of these stores that I have just 
mentioned showed a 21 percent net increase in earnings after taxes 
in 1 year’s time. Isthat true? 

Mr. Frint. Well, I do not know what company. And it would 
depend on how well they had done the year before, and so on. A 
company which does poorly one year and then does better the next 
year, I think could show a substantial increase. 

Mr.. Brown. Would you say Safeway is making more money this 
fiscal year than they did in 1957? 

Mr. Frinv. I have not seen their report, but I have seen some news 
reports indicating that they were up fractionally. 

r. Brown. Up fractionally ? 

Mr. Furnt. Yes. 

Mr. Brown. Not 21 percent ? 
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Mr. Fiurnt. No. 

Mr. Brown. Is greater A. & P. up 21 percent ? 

Mr. Furnt. I do not know much about A. & P. 

Mr. Brown. What does your association do for these chainstores— 
do you gather any of this information or have any of it? What do 
you do for them ? 

Mr. Fuinr. We have extensive programs of service to the industry 
and one of them, of course, is one I mentioned about the collection 
of figures by Harvard Bureau of Business Research. And if you 
would like, I will give you a series of those reports. 

Mr. Brown. I would like it very much. I wish you had brought 
them with you. 

Mr. Furnt. Yes, if I had: known I would have. I will be glad to 
make them available to you: 

(The reports were furnished and are retained in the* committee 
files. ) 

Mr. Fiint. We, in addition to this, of course, have numerous other 
programs. We have a curriculum in food distribution. We want to 
get better men, better executives among our younger people in the 
food field, and have underwritten originally and continue to sponsor 
courses in food distribution leading to degrees, bachelor and master 
degrees at Michigan’State University, at Cornell, and starting, prob- 
ably, a year from this fall at the University of Southern California. 
We sponsor a program in good citizenship. We have sponsored pro- 
grams in better store operations, in personnel, and supervision admin- 
istration. We have programs in contollership—better management. 
Currently, for example, we are developing for the industry, and this 
will be available to the industry, whether members or not, a standard 
manual of accounts. 

Mr. Brown. I am sure that this is fine, and I am glad to hear about 
it. Let us get down to this business of who is getting his food dollar. 
Do you think that in recent years some of your members have acquired 
supplier operations, such as processing plants for certain foods, and so 
forth ? 

Mr. Fun. Well, they may have. Many of them, of course, have 
for many years, in fact, I guess almost since the beginning of their 
operations, have operated bakeries, and roast their own coffee. As 
a matter of fact, I think that some of the food chains started off 

Mr. Brown. Has their been any noticeable trend in that direction, 
more chainstores acquiring processing plants ¢ 

Mr. Furnt. No, there has not been any noticeable trend. 

Mr. Brown. There has not been ? 

Mr. Furnv. No. 

Mr. Roosrvetr. You mean by that there is less integration now in 
the chain business than there was previously ? 

Mr. F unt. I have seen no trend that would indicate there was any 
substantial change in either: direction, either up or down. 

Mr. Brown. Let us take this additional earnings that they are 
bound to have becasue they are growing all of the time and people 
are buying and people are investing in these companies. What are 
they doing with this money? Do they have more stores substantially 
than they had 5 years ago? 
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Mr. Fun. Most of the companies have fewer stores than they 
had 5 years ago. 

Mr. Brown. Fewer stores but bigger? 

Mr. Furnt. But larger stores and more total volume. 

Mr. Brown. That requires more capital ? 

Mr. Furnt. Yes. 

Mr. Brown. The few big stores take more capital than the greater 
number of small stores ? 

Mr. Furnr. Yes; that is correct. It is not only the size of the store, 
it is the equipment in it. Nowadays, we have tremendous amounts 
of refrigerated equipment, including frozen food equipment, all of 
which is absolutely essential to the preservation of the quality of the 
food that is distributed. And this is very expensive equipment com- 
pared with stores of a few years ago where it was almost nonexistent 
in the frozen food field 5 years ago. 

Mr. Brown. I will cite you a specific instance here, and I would 
like to hear your explanation of it. 

Ten years ago when I bought a loaf of bread at the store, the store price was 
13% cents average, and the farmer’s share of it was 2.7 cents. Now in 1958, 
that same loaf of bread cost 19.3 cents, and the farmer’s share of it was 2.4 
eents. 

What happened in that 10-year period in your opinion? 

Mr. Furnt. Well, I think one thing we all know has happened and 
that is that the wages of labor have gone up tremendously. To that 
you can add increased cost of transportation and increased cost of 
equipment and materials other than the raw material. And the total, 
the net result, is bound to be an increase in the total dollar cost. The 
percentage cost may not have changed greatly. 

Mr. Brown. There are two things that 1 am wondering about on 
that. You know it is very easy to make scapegoats in any business. 
I just ran down this statement from the Super Market Institute. 

In the past 5 years labor costs in retail food distribution have 
increased 10 percent and retail food profits have increased 15.3 per- 
cent. So, it isn’t all just added labor costs; there have been some 
profits in there, too, haven’t there? I am not saying that is wrong. 
I say there have been, haven’t there ? 

Mr. Firnv. Is this profits before taxes? 

Mr. Brown. Profits after taxes. 

Mr. Frnt. Profits after taxes? 

Mr. Brown. Yes. 

Another thing, you mentioned about the increased cost all along the 
way. Well, normally in your end of the operation, the retailing, when 
you get an increased cost from the wholesaler you just mark 
It - and set it on the shelf and pass it along to the consumer, don’t 

ou? 

. Mr. Furr. No; your competitors have an influence there, Mr. 
Brown. 

Mr. Brown. Yes; within the normal range of competition. That 
is the policy, isn’t it? 

Mr. Furnt. There are so many factors that you cannot say there 
is any one. Overall you have to—if you are not going out of busi- 
ness—you have to have an adequate markup to take care of your costs 
and of merchandising, cost of doing business. 
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Mr. Brown. My point is this: Here you have these added costs, 
some part of which the farmer stood. But in the retailing end of 
it, did you stand any of these added ¢ 

Mr. Furr. Well, I can give you the average margins and will be 
glad to give them to you for the past 5 years. 

Mr. Brown. They have been about the same. 

Mr. Furnt. I think they have not changed greatly. 

Mr. Brown. In other words, you did not absorb any of them? 

Mr. Furnr. As a matter of fact, there has not been much area for 
absorption. When your profits after taxes run less than 114 percent, 
there is not much reduction that you can make. 

Mr. Brown. No; and when a farmer is working for about 40 or 48 
cents an hour, which is the latest figures from the Department of Ag- 
riculture, he cannot absorb very much either, can he? 

Mr. Fiinv. I think that the farmers have increased their efficiency 
in many areas, too. 

Mr. Brown. They have not had very much profit out of it, have 
they ? 

Mr. Furr. Well, I do not know what that has been, but many 
farmers are probably doing very well and those that are not, again, 
these are things where if the problem is overproduction, if it is big 
supply, we do everything we can to sell it, and they do make money 
if they can sell their products. 

Mr. Brown. All right. Let us just take that right now. You men- 
tioned about how you cooperate with people on the oversupply. 

Mr. Furnr. The farmers do not like to call it big oversupply. 

Mr. Brown. All right, “plentiful.” Let us use that word Broilers 
have been in plentiful supply for the last 2 or 3 years. What would 
you say the regular price on a dressed broiler is—that some of your 
members sold it for? 

Mr. Furnt. I do not follow the prices; I do not know. 

Mr. Brown. You haven't bought any recently ? 

Mr. Fuiint. No; I have not. I have eaten a lot. 

Mr. Brown. The broiler people tell me that your major stores, the 
ones that I read to you a moment ago, are selling them at 49 and 51 
cents a pound. Does that sound about right ? 

Mr. Fiint. If I had been guessing, I would have probably guessed 
lower than that. 

Mr. Brown. Have you had any conferences with any broiler people 
about the plentiful supply ? 

Mr. Fuirnt. Yes; we have. 

Mr. Brown. Have you heard that mentioned, that you are selling 
them at 49 and 51 cents a pound ? 

Mr. Firnt. I think they mentioned 44 cents. 

Mr. Brown. Well, 44 cents, let us take that. Is that normal 
markup ? 

Mr. Firnt. I cannot tell you that. 

Mr. Brown. Broilers are selling at 15 cents a pound live weight 
right now, and the chainstores are still charging the same amount, 
so I am told, that they charged when broilers were 20 cents a pound 
live weight. You have heard this in these conferences, haven’t you? 

Mr. Firnv. I haven’t heard those figures, Mr. Brown. I think the 
major thing that has been the problem and the objection, too, of the 
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broiler producers—in the first place, as you probably know much bet- 
ter than I, there has been an increase in production in this particular 
area ranging from, what, 8 to 15 percent per year now for more than 
5 years. Asa matter of fact, probably for 10 years. This tremendous 
increase in production obviously presents:a real marketing problem. 
And we have been asked to help them. We have, on numerous occa- 
sions, featured both poultry and eggs with the objective of lowering 
that overhanging big supply so that the producers could then be in 
a position to market their poultry without the burden of too much 
supply tending to depress the price. And as some of the representa- 
tives have said, as a matter of fact, one recently, Frank Priebe of Chi- 
cago, one of the largest and oldest of the processors and distributors 
of eggs, has said that when they asked for help, the food chains did a 
terrific job to assist them. At this point, the industry was blaming 
the food chains for the manner in which it has been done. And he 
likened it somewhat to a swimmer who calls for help, and then when 
someone comes to help him, starts to struggle with i and fight in- 
stead of accepting the help. 

We think there has been a terrific job done on both broilers and eggs 
in these programs of marketing. 

The complaint of the producers has been not so much that there 
has been too great a spread or too little a spread, but only that the 
difference between what they are sold for on special and what they are 
sold for regularly is too great. They asked us if we would report this 
to our members, that this is an objection on the part of the broiler 
industry. And we cannot do much more than this, because when you 
get into the area of prices, there is a very definite limit as to what any 
organization can do, and this is our understanding of as much of what 
we can do. We continue to feature these products. Discover them 
whenever possible. We have had tremendous campaigns, advertising 
has been terrific and the movement has been very heavy. 

Mr. Brown. Thank you, Mr. Chairman. 

Mr. Avery. Mr. Flint, I believe your report and that of the Depart- 
ment of Agriculture agree that the gross food sales for 1957, and I 
guess 1958, 1s about $50 billion ? 

Mr. Fiintr. Yes. 

Mr. Avery. Did you say that your membership accounted for 42 
percent of those sales? ‘That was in the colloquy between you and Mr. 
Brown? 

Mr. Firnt. No, sir; the food chain industry as a whole accounts for 
42 percent of the sales, not our association membership. 

_ Mr. Avery. I see. Let us go ahead with that basis. Does that take 
into account the total sales of the stores or just the sale of food ? 

Mr. Firnt. That is total sales. 

Mr, Avery. That would take in the extra items which they carry in 
most of the modern stores in addition to food, such as hardware, house- 
hold supplies, drug items, and sundries ? 

Mr. Fuirnr. There have been breakdowns on it. The Government 
has now separated those so that they can present figures which give a 
more accurate picture of just the food sales, and which separate out 
the sales of certain nonfood items. 

Mr. Avery. But assuming on that basis of 42 percent, that would 
give all chains a $21 billion gross sales, if my computation is correct, 
and that would include all of these big items that I have just described. 
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Mr. Furnr. I think it would, Mr. Avery. I believe so, although I 
would have to check and see which figures—whether the $50 billion 
includes the overall or whether the $50 billion includes the “food only. 

Mr. Avery. Could you state if the average markup is for profits, we 
will say, between the food items and nonfood items in the chains-are 
about the same? 

Mr. Fuirnr. No, I would think that the average profits or the average 
markup on the food items is lower. 

Mr. Avery. Is lower than nonfood items? 

Mr. Fuint. Yes. 

Mr. Avery. So, then actually reflecting the profits, that would not 
necessarily be a true reflection of the profit on food ? 

Mr. Furnt. That is right. The nonfood items proportionally would 
contribute a higher markup. 

Mr. Avery. And the presence of fair-trade laws in certain States, 
obviously, would cover some of these nonfood items. Would that be 
a factor in that, on the markup, its being greater in the nonfood than 
on the food items ? 

Mr. Furnt. No, I think it is more a case of cost of doing business, 
because the cost of doing business in food items has been continually 
reduced, so that as compared with, say, 1934, when it was 2414 percent, 
it is now a little over 20 percent, whereas other items which are pur- 
chased less frequently and may require different type or special han- 
dling and other elements involved, have traditionally carried a higher 
markup. The distribution of food is a lower cost operation than the 
distribution of en generally. 

Mr. Avery. I do not know much about the markups in nonfood 
items. I do not know much about them in food items, as a matter of 
fact, except they add up very rapidly when you get to the checkout 
stand. Is it true that the nonfood items carry a markup as high as 
20 or 25 percent and over? 

Mr. Fuinr. Without putting a finger on any single item, no, I think 
that would be a fair estimate. As a matter of fact, I think that is a 
good estimate—25 percent would be not at all unusual. 

Mr. Avery. Is my observation well founded that there is an increas- 
ing tendency on the part of chainstores to include nonfood items 
within the premises ? 

Mr. Furnr. There has been a very substantial amount of experi- 
mentation in the area in order to find out whether the costs of this dis- 
tribution, which are thought, and pretty well demonstrated because 
of other methods of distribution, are higher than the cost of distribut- 
ing food still make it worthwhile to handle these nonfood items. 

Mr. Avery. Could you elaborate on that just a little? I do not 
want to belabor this point. Why should the cost of handling charges 
on nonfood items be greater? You buy a carton or a gross, and put 
them on the shelf. Maybe they are smaller and it takes the stockman 
longer to put them on the shelf and maybe the checkout girl longer to 
count them, but other than that, it is simply a mechanical process, is 
it not? 

Mr. Furr. No, that isn’t the major factor. The major factor is 
turnover. And in your food items, where people buy it every day, you 
have a very fast turnov er representing, therefore, a lower investment 
all the way through in inventory and in the equipment and in the 
transportation and everything else. Whereas your nonfood items are 
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slower moving items. They require space over a longer period of 
time, and in some cases, you have additional items. You have the 
factor of obsolescence, and so on, that would tend to increase the cost. 
I think this is pretty well demonstrated over a period of years, in 
seeing that the cost of operation of a department store is higher than 
the cost of operation of a food store. And I am sure that they operate 
as efficiently as they know how, and so the answer seems to be that 
it does cost more to distribute these nonfood items, and therefore, the 
margin on them is higher. 

Mr. Avery. I believe you described the volume of business as being 
exploratory on these nonfood items in the chains? 

Mr. Furnt. That is true. 

Mr. Brown. In this the nonfood items represented 5 percent of the 
total sales in this survey—5 percent of the stores doing over a million 
dollars. 

Mr. Avery. Nonfood items? 

Mr. Brown. Nonfood, and the average markup was 31 percent. 

Mr. Avery. Thank you. 

Mr. Furnt. Your figure of 25 percent was conservative. 

Mr. Avery. Mr. Flint, of your 223 members, how many of them 
have divested themselves of the jurisdiction of the Federal Trade 
Commission because of certain other investments that they have made 
in the way of processing plants? 

Mr. Furnt. I have no information in that area, Mr. Avery. 

Mr. Avery. I think Mr. Roosevelt asked this question. I want to 
make sure that this was the intention of his question, that I interpret 
the answer correctly. You have observed no increasing tendency for 
food chains to invest in processing plants ? 

Mr. Furnt. That is right. This again, as Mr. Roosevelt recognized, 
was general observation. We have made no studies at all, but it has 
not been my observation that there has been any change one way or 
the other. 

Mr. Avery. The reason for my posing that question to you was 
that in the 85th Congress, you will recall, there were, I think, three 
committees of the House that were interested in certain food chains 
because of jurisdictional matters between the Department of Agricul- 
ture and the Federal Trade Commission, and we had some rather 
exhaustive hearings, maybe not exhaustive so far as pointing up the 
information was concerned, but exhaustive so far as some Members 
of the House were concerned, on the justification for certain food 
chains being exempt from the Federal Trade Commission jurisdiction, 
so far as certain merchandising practices, and coming under the De- 
partment of Agriculture because of their investments in certain types 
of processing plants. 

I think I have concluded my questions, Mr. Roosevelt. Thank you, 
Mr. Flint, for your contribution. 

Mr. Roosevett. I have two brief questions. You have heard of 
the practice of loss leaders, I am sure. 

Mr. Furnt. Yes, I have heard of the practice. 

Mr. Roosevett. Have you, as an association, any policy with re- 
spect to that within your chainstores ? 

Mr. Frirtnt. Well, in the first place, Mr. Roosevelt, the definition 
of a loss leader has been one of these things that varies almost as much 
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as whoever happens to be talking about them. And in the second 
place, this again is in the area of | prices, so we have no information. 
if there was any problem in that area, we try to stay away from it. 
We do stay from it, because we are not authorized to be concerned 
with the price policies of our member companies. 

Mr. Roosrvetr. As an association, you have made no study of the 
possmnnty of reducing competition, for instance, of the loss leader 
policy ? 

Mr. Furnt. No, we have made no such study, because of that prac- 
tice. 

Mr. Roosrvetr. When you make your effort to help the producer 
in a supply situation—incidentally, would you give us, perhaps, three 
or four instances of this, perhaps, in a memorandum—I think the 
committee will be interested in having a complete description of ex- 
actly what you do from the beginning to end from the time that you 
are approached by the producer, the method in which you-contact the 
members of your organization, what ar rangements you make for the 
shipment to individual members of your organization, and what re- 
ports, if any, you receive as to the success or failure of the effort? 

Mr. Furst. Yes, we have; I have a report here on a campaign on 
lemons last year, which gives pretty much the outline of it. I will 
be glad to give two or three others so that you can get a different pic- 
ture for different commodities. And I have a little document here 
entitled “Farmer Retailer Marketing Program” which outlines the 
basis on which these are conducted. It does not report any particular 
one, but it gives the way in which the request may be made, the 
action that is taken, and then how we act on that request, to develop 
the program and assemble the results. I will supplement these for 
you. 

(The information was furnished and is in the committee files. ) 

Mr. Roosrvetr. We will appreciate that. You hold no seminars at 
all as to the method of carrying on a successful business from the point 
of view of meeting other than competitive prices from nonmembers of 
your associ iation? 

Mr. Firnv. No, sir; we have many seminars, but they are devoted to 
the operational aspects of food chains. This is merchandising, best 
methods of display, how to set them up, types of advertising 

Mr. Roosrvett. At that point, do you go into how many you will 
give good spots on your shelves? 

Mr. Furr. No. 

Mr. Roosrvenr. You donot go into that ? 

Mr. Furntr. No. That is a matter 

Mr. Roosevetr. It isn’t a part of merchandising—is this good or bad 
merchandising ¢ 

Mr, Fun. This is a matter for individual company’s decision as to 
where they establish a particular commodity on their shelves, the pref- 
erence they give to it—that is purely within their discretion. It is a 
matter that varies in accordance with the areas, the location, the de- 
mands of their customers, the size of their stores—and there would be 
no opportunity, I think, for anybody to establish a general program 
of that sort even if it were otherwise considered desirable. 
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Mr. Roosrveir. You have no studies as to the advisabilty of a situa- 
tion of a particular brand, brands of the individual chains or competi- 
tive brands, as to their positions on the shelves ? 

Mr. Furnr. No, we donot. We work with manufacturers. We have 


a committee that works with manufacturers in a joint manufacturer 


dstributor relation committee, and hear when problems come up. 

Mr. Roosrveir. Suppose it is the processor of a certain type of 
peaches, who comes along and says, “I want to break into one of your 
member’s stores—I cannot get in; he has his own brand; he won’t give 
me shelf space.” What do you do about it ? 

Mr. Fuinr. Notathing. In the first. place, we have never had that, 
never have had such a development. But this is a matter between the 
manufacturer or a processor or the canner, and the individual company. 

Mr. Roosrvetr. In other words, your assistance is only on the basis 
of—— 

Mr. Fxurntr. Commodities. 

Mr. Roosrverr. What ? 

Mr. Furnr. Commodities and not brands. 

Mr. Roosrver. Yes. 

Mr. Furnt. If the peachgrowers had a problem, as they did at one 
time when the oncoming peach crop was very large and the canners 
were offering them a price for their peaches which was lower than 
the cost of production, and the reason they were offering that price was 
because they had so many canned peaches on hand. So the peach- 
growers came to our association and asked us if we would put on a sale 
to help the canners get rid of the inventory of last year’s peaches, and 
then they would be w illing to pay them more for the oncoming crop. 
We did that, and the oncoming crop then was sold at a profit to the pro- 
ducer. But this has got nothing to do with brands. 

One company might have sold X brand and the next company Y 
and, of course, they « did. It was a commodity promotion, and it was 
a little bit unusual because producers generally asked that they sell 
the raw product. In this case, they asked us to sell the processed 
oroducts, which was overhanging the market and depressing the mar- 
Let fortheir nextcrop. It wasa very successful promotion. 

Mr. Roosevetr. At this time, we want to thank you, because we do 
have another witness this morning, and we want to thank you very 
much for your cooperation with the committee, and if we have any 
further questions, Mr. MacIntyre will communicate with you. Thank 
you. 

Mr. Furnt. Thank you. 

Mr. Roosrvetr. The next witness scheduled before the committee 
was Mr. Carlos Campbell, executive secretary of the National Canners 
Association, who is unable to be with us this morning, and he will 
have to make arrangements to meet with the committee at a later date. 
At this time, our next witness is Mr. David Ginsburg, who is a prac- 
ticing attorney in Washington, and serves as general counsel for the 
Super Market Institute. 

We are happy to have you with us and if you have any preliminary 
statement that you care to make, we will be happy to hear you. 
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STATEMENT OF DAVID GINSBURG, COUNSEL, SUPER MARKET 
INSTITUTE, CHICAGO, ILL. 


Mr. Grinssure. Mr. Chairman and members of the committee, I 
want to explain, first, that I am pinch-hitting for those who are more 
expert than I. 

I serve as Washington counsel to the Super Market Institute. Iam 
a partner in a Washington law firm, and I am appearing for the 
institute today since, unfortunately, neither Don Parsons, who is 
the executive director of the institute, nor Curt Kornblau, its research 
director, are able to appear because of prior commitments. 

Mr. Parsons is lecturing at Michigan State University this week, 
and was particularly regret ful that he could not be here. 

Both Mr. Parsons and Mr. Kornblau have, I understand, met with 
the chairman and also with the committee’s counsel, Mr. MacIntyre, a 
number of the institute’s publications and reports and research studies 
were turned over to the committee at that time. 

At this meeting, which took place with the chairman on May 4, 
Mr. Parsons issued a cordial invitation to the committee members and 
staff to attend the 22d annual convention of the Super Market Institute 
in Atlantic City from May 24 to 27 as the institute’s guests. 

The committee research analyst, I understand, Miss Hicks, did 
attend, and she was exposed to the current industry problems at the 
business sessions and there were many of the members in attendance. 

Mr. Roostverr. I think we should say that we appreciated very 
much your kindness and courtesy to her. 

Mr. Ginspure. Thank you. 

At the request of the committee, the institute’s staff is compiling a 
list of its membership, and will make this available to the committee 
shortly. Mr. MacIntyre stressed this as important, and we are happy 
to cooperate. 

(The membership list was furnished subsequently and is as follows :) 


SUPER MARKET INSTITUTE, INc., CH1IcAGo, ILL. 
M. M. Zimmerman, founder and honorary member. 
OFFICERS 


President : *Henry J. Eavey, Henry J. Eavey, Inc., Richmond, Ind. 

First vice president: *Nathan W. Lurie, ACF-Wrigley Stores, Inc., Detroit, Mich. 
Vice president : *James Cooke, Penn Fruit Co., Inc., Philadelphia, Pa. 

Vice president : *George W. Jenkins, Publix Super Markets, Lakeland, Fla. 

Vice president : *Sam Steinberg, Steinberg’s, Ltd., Montreal, Canada. 

Treasurer : * Wayne E. Brown, Big Bear Stores Co., Columbus, Ohio. 

Secretary : *Richard Waxenberg, Eagle-United, Inc., Rock Island, Ill. 


PAST PRESIDENTS 


*Joseph P. Mott, Mott’s Super Markets, Hartford, Conn. 

*Ray E. Dillon, J. S. Dillon & Sons Stores Co., Hutchinson, Kans. 

*S. N. Goldman, ACF-Wrigley Stores, Inc., Oklahoma City, OKla. 
*Claude W. Edwards, Alpha Beta Food Markets, Inc., La Habra, Calif. 
*Sidney R. Rabb, Stop & Shop, Inc., Boston, Mass. 

*Joe Weingarten, J. Weingarten, Inc., Houston, Tex. 


*Members of executive committee. 
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REGIONAL DIRECTORS 


Middle Atlantic : Samuel Aidekman, Good Deal Super Markets, Irvington, N.J. 
West South Central: Robert 8. Bell, Wyatt Food Stores, Dallas, Tex. 

Mountain: Clark K. Fergus, Clark’s Food Markets, Billings, Mont. 

Pacific : Clifford T. Haskell, Alpha Eeta Food Markets, Inc., La Habra, Calif. 
Southeast : Morris Lewis, Jr., Sunflower Stores, Inc., Indianola, Miss. 

Canada : T. G. McCormack, Dominion Stores, Ltd., Toronto, Canada. 

New England: John M. Mugar, Star Market Co., Newtonville, Mass. 

West North Central: L. C. Perkins, Super Valu Stores, Inc., Des Moines, Iowa. 
East North Central: Gardner H. Stern, Hillman’s Inc., Chicago, II. 


DIRECTORS AT LARGE 


Jules J. Aron, Century Food Markets Co., Youngstown, Ohio. 
Harry Deaktor, Star Markets, Inc., Pittsburgh, Pa. 

L. V. Eberhard, Eberhard Foods, Inc., Grand Rapids, Mich. 

Roy Furr, Furr’s Inc., Lubbock, Tex. 

Edmund Lloyd, Lloyd’s Shopping Centers, Inc., Middletown, N.Y. 
Myer Marcus, Food Fair Stores, Inc., Philadelphia, Pa. 

Calvin M. Newman, Hinky-Dinky Stores Co., Omaha, Nebr. 
Irving W. Rabb, Stop & Shop, Inc., Boston, Mass. 

Arthur N. Reicher, Kory’s Markets, Inc., Los Angeles, Calif. 

Ear! R. Silvers, Jr., the Grand Union Co., East Paterson, N.J. 
Ralph D. Tedeschi, Tedeschi’s Super Market, Rockland, Mass. 
Wilfred L. Von der Ahe, Von's Grocery Co., Los Angeles, Calif. 
Robert B. Wegman, Wegman’s Food Markets, Inc., Rochester, N.Y. 


SPECIAL COUNSEL 


Public relations : Thomas Patrick McMahon. 
Washington: Ginsburg, Leventhal, Brown & Morrison. 
Legal: S. Michael Ress. 

Trade relations: J. Sidney Johnson. 


SUPER MARKET INSTITUTE MEMBERSHIP List, JuLy 1, 1959 


ABC Markets, 1019 Washington Street, Manitowoc, Wis. 

ABC Market, 10811 South Main Street, Los Angeles, Calif. 

ACF-Wrigley Stores, Inc., 615 West Wilshire, Post Office Box 8518, Oklahoma 
City, Okla. 

A & M Super Market, 108 Fourth Street, Irwin, Pa. 

A &S Food Stores, 108 North Third Street, Steubenville, Ohio. 

Acme Quality Food Market, 98 Ridge Road, North Arlington, N.J. 

Adams Super Market, Inc., 2 Park Street, Adams, Mass. 

Albany Public Market, Ine., 711 Central Avenue, Albany, N.Y. 

Albert’s Super Markets, Inc., 30 Wineow, Cumberland, Md. 

Albertson’s, Inc., 1610 State Street, Boise, Idaho. 

The Fred W. Albrecht Grocery Co., Box 191, Akron, Ohio. 

Alexanders Grocery, 6333 West Third, Los Angeles, Calif. 

Alexander’s Markets, 204 West Wilson Avenue, Glendale, Calif. 

Alexander Super Markets, 714 Braddock Avenue, Braddock, Pa. 

Alpha Beta Food Markets, Inc., 1111 Fullerton Road, La Habra, Calif. 

Al’s Food Mart, 1747 East 79th Street, Chicago, I]. 

American Food Stores, Inc., Box 909, Ogden, Utah. 

American Super Market, 819 Westminster Street, Providence, R.I. 

American Super Markets Inc., 18829 West Eight Mile Road, Detroit, Mich. 

Alfred Angeli, Inc., 402 Adams Street, Iron River, Mich. 

Applebaum’s Food Markets, Inc., 2225 University Avenue, St. Paul, Minn. 

E. B. Armitage Super Market, 129 North Warren Avenue, Apollo, Pa. 

Arnolds Food Market, Baltimore Avenue, Mount Holly Springs, Pa. 

Associated Food Stores, 361 Atlantic Avenue, Freeport, Long Island, N.Y. 

Associated Food Stores, 68-14 Fresh Meadow Lane, Flushing, N.Y. 

Atlantic Food Mart, Inc., 30 Haven Street, Reading, Mass. 

Audubon Super Valu, North Park, Audubon, Iowa. 

Ayre’s Supermarket, Ltd., Parade Street, St. John’s, Newfoundland, Canada. 
3} & B Cash Grocery Stores, Inc., 802 12th Street, Tampa, Fla. 
3 & B Foodliner, Idaho Street, Kalispell, Mont. 
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B & B Food Market, 2651 Fifth Street, Huntington, W. Va. 
Baker’s Super Markets, 7315 Maple, Omaha, Nebr. 
Ball’s Thrift-Way Markets, 3400 State Avenue, Kansas City, Kans. 
Banks Grocery Co., 2407 McCullough, Austin, Tex. 
tarber’s Super Markets, Inc., Post Office Box 515, Albuquerque, N. Mex. 
Bardy Farms Super Market, 2625 Morris Avenue, Union, N.J. 
Bargain Corner, Bay and Jefferson Streets, Savannah, Ga. 
Barker’s Super Market, Inc., 392 Colony Street, Meriden, Conn. 
jarletta Grocery Co., Tiona Street, Punxsutawney, Pa. 
Barnes Super Valu, 200 North Main, Monmouth, Il. 
Bassin’s Food Markets Ltd., 405 Jane Street, Toronto, Ontario, Canada. 
A. J. Bayless Markets, Inc., 1131 North Central Avenue, Phoenix, Ariz. 
Beach Grocery Co., 3104 Glendale Boulevard, Los Angeles, Calif. 
Beaver Super Market, 648 Third Street, Beaver, Pa. 
Beaverdale Super Valu, 2831 Beaver, Des Moines, Iowa. 
The Beef Shop, 198-200 Central Street, Winchendon, Mass. 
Beighley’s Markets, 500 Hancock Avenue, Vandergrift, Pa. 
Beit Bros. Super Markets, Post Office Box 369, New London, Conn. 
Bells Markets, 186 Main Street, East Aurora, N.Y. 
Be-Lo No. 21, 3543 Virginia Beach Boulevard, Norfolk, Va. 
Lonnie Enterprises, Inc., operating Be-Lo Super Markets, 7526 Granby Street, 
Norfolk, Va. 
Jenner Tea Co., 3400 Mount Pleasant Street, Burlington, Iowa. 
Setter Food Markets, Inc., 3991 South Western Avenue, Los Angeles, Calif. 
Better Foods, Inc., 538 Midland Bank Building, Minneapolis, Minn. 
3etter Living Markets, Inec., 700 Ronie Street, Box 1497, Hattiesburg, Miss. 
Big “T” Super Market, 946 West Parker Street. Waterloo, Iowa. 
Big V Corp., 176 North Main Street, Florida, N.Y. 
Big Y Market, 4710 South Sixth, Klamath Falls, Oreg. 
Big “Y” Super Market, 790 Memorial Drive, Chicopee Falls, Mass. 
Big “Y” Super Markets, Inc., Post Office Box 1466, Medford, Oreg. 
Big Apple Super Markets, Inc., 533 Whitehall Street SW., Atlanta, Ga. 
Big Barn Stores, Post Office Box 5537, Tampa, Fla. 
Big Bear Stores Co., 770 West Goodale Boulevard, Columbus, Ohio 
National Food Stores, Inc., operating Big Bear Super Markets, Inc., Post Office 
Box 670, High Point, N.C. 
Bill’s Ranch Market, 1028 South San Fernando Road, Burbank, Calif. 
Bi-Lo Market Nuf-Sed, 132-36 West Walnut Street, Watseka, Il. 
Black’s Super Market, Inc., 4563 Page Avenue, Michigan Center, Mich. 
The Blakemore Bros. Grocery Co., Box 859, Liberal, Kans. 
Boenker’s Stop-N-Shop, 11604 Clifton Boulevard, Cleveland, Ohio 
H. C. Bohack Co., Inc., 48-25 Metropolitan Avenue, Brooklyn, N.Y. 
Bonham’s, 3002 Alameda Street, Corpus Christi, Tex. 
Boogaart Super Markets, 501 Washington Street, Concordia, Kans. 
Borco Super Market, 3810 East MeNichols, Detroit, Mich. 
Borrall Markets, Inc., 2627 East University, Des Moines, Iowa 
Bosshart Bros., 4022 Lincoln Avenue, Chicago, Il. 
Boyd’s Super Market, 49 East Brundage, Sheridan, Wyo. 
The Boys Market, Inec., 5531 Monte Vista Street, Los Angeles, Calif. 
3oysen’s Super Markets, Yoakum, Tex. 
Brannen’s Super Market, Inc., 603 West Lowell, Shenandoah, Iowa 
Brock’s Super Market, 286 Ontario Street, Buffalo, N.Y. 
Brockton Public Market, Inc., 157 Main Street, Brockton. Mass. 
sroughton, Inc. & Tom’s Shop-Rite, 55 North Fullerton Avenue, Montclair, N.J. 
Percy A. Brown & Co., Wilkes-Barre, Pa. 
Brown’s Super Markets, Inc., Taylor Street, Loveland, Ohio 
Brunelli’s Super Market, Inc., 250 Central Street, Franklin, Mass. 
Bruno’s Food Stores, Post Office Box 2469, Birmingham, Ala. 
3uckingham Super Markets, Post Office Box 1504, Washington, D.C. 
Buehler Brothers, Inc., 1400 West 46th Street, Chicago, Il. 
Buehler Brothers, Ltd., 2896 Dundas Street, West, Toronto, Ontario, Canada. 
Buehler’s, Inc., 336 North Market Street, Wooster, Ohio. 
Suehler’s Super Market, Post Office Box 418, Peoria, Tl. 
3urger’s Super Market, 8231 Hohman, Munster, Ind. 
Busley Supermarket Co., Post Office Box 5148 T.A., Denver, Colo. 
Busy Bee Super Markets, Broad Street, East Brady, Pa. 
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H. E. Butt Grocery Co., Post Office Box 371, Corpus Christi, Tex. 

Buy Right Super Market, Inc., 418 Pearl Street, Lancaster, Pa. 

Buy-Rite Super Market, 448 South 4th Street, Aurora, Ill. 

Buy & Save Market, Post Office Box 848, Vista, Calif. 

Byrd’s, 700 South West Sixth Street, Grants Pass, Oreg. 

Augustson Brothers, Inc., © & E Super Valu Markets, Fremont Center, N. 
Henderson Street, Galesburg, III. 

C & L Super Markets, 110 Broadhead Road, Aliquippa, Pa. 

Don Campbell, Inc., 10 Buffalo Street, Gowanda, N.Y. 

Campbell Food Markets, Inc., 110 Vista Way, Kennewick, Wash. 

Canal-Villere Food Stores, Inc., 4528 Freret Street, New Orleans, La. 

Cannata’s Super Market, Brashear Avenue Corner Seventh, Morgan City, La. 

Cantell’s Foods, Inc., 11 Franklin Street, Westfield, Mass. 

Capital Super Markets, 118 Hamilton Boulevard, South Plainfield, N.J. 

Capitol Super Market, Inc., 1508 Hancock Street, Quincy, Mass. 

Caplan’s Market, Inc., 33 North Main Street, Wallingford, Conn. 

Cardinal Super Valu, Corner First & Washington, Cedar Falls, Iowa. 

Carlisle Food Market, 100 North Hanover Street, Carlisle, Pa. 

Carl’s Market, Memorial Square, Chambersburg, Pa. 

Carolina Super Market, Route 2, Box 217, Beckley, W. Va. 

Carrs’ Food Center, Inc., Post Office Box 261, 14th & Gambell, Anchorage, Alaska 

Carulla & Cia, Ltd., Carrera 20 No. 12-50, Bogota, Colombia, South America. 

Cascio’s Food Mart, 6201 Independence Avenue, Kansas City, Mo. 

Casel’s Super Market, 8008 Ventnor Avenue, Margate, N.J. 

Casimer’s Super Markets, 3410 Western Avenue, South Bend, Ind. 

Central Market, 1608 Harney Street, Omaha, Nebr. 

Central Market, Inc., 140 Erie Boulevard, Schenectady, N.Y. 

Central Markets, Inc., 1944 Warwick Avenue, Warwick, R.I. 

Central Super Food Market, 404 Shelden Avenue, Houghton, Mich. 

Central Supermarkets, Ltd., 245 Rideau Street, Ottawa, Ontario, Canada. 

Centre Super Market, 3535 Stickney Avenue, Toledo, Ohio. 

Century Food Markets Co., 280 North Meridian Road, Youngstown, Ohio. 

Chatham Super Markets, 17570 Chester, Detroit, Mich. 

L. H. Chernin and Sons, Ltd., 79 Union Street, Glace Bay, Nova Scotia, Canada, 

Cherokee Super Market, 2823 Cherokee Street, St. Louis, Mo. 

Cherry Hill Super Market, U.S. 31, Shelby, Mich. 

Chicago Market, 400 Columbia Street, Utica, N.Y. 

Chief Super Market, Inc., 511-515 Perry Street, Defiance, Ohio. 

Childs Big Chain Division of Kroger Co., Box 9043, Shreveport, La. 

Churchill’s Super Market, 2845 West Central Avenue, Toledo, Ohio. 

City Market, 1027-29 Tower Avenue, Superior, Wis. 

City Market, 1526-28 Seventh Avenue, Beaver Falls, Pa. 

Clark’s Food Markets, 1309 Grand Avenue, Billings, Mont. 

Clemens Super Market, 1000 North Broad Street, Lansdale, Pa. 

Cliff Food Stores, 300 East Jefferson Street, Dallas, Tex. 

Clifton’s Super-Markets, Inc., Rear 109 North Center Street, Marshalltown, Iowa. 

Clute’s Super Market, Inc., 1657 Falls Avenue, Waterloo, Iowa. 

Cole’s Markets, Inc., 6191 Atlantic Avenue, Long Beach, Calif. 

Colodny’s Super Market, 87-95 North Avenue, Burlington, Vt. 

Colonial Super Markets, Inc., 3640 Delaware Avenue, Kenmore, N.Y. 

Columbia Foods Co., 211 South East Madison, Portland, Oreg. 

Columbia Markets, 334 Forest Avenue, Post Office Box 776, Portland, Maine 

Community Cash Stores, Cannon & Brawley Streets, Spartanburg, S.C. 

Community Super Market, 1107 Milltown Road, Verona, Pa. 

Consumers, Inc., 1926 East Speedway, Tucson, Ariz. 

Consumers Super Markets, 2201 North West 62 Street, Miami, Fla. 

Consumers Warehouse Markets, Inc., Post Office Box 2366 National Station, 
Springfield, Mo. 

Converse Super Market, Inc., 10 Mt. Vernon Street, Winchester, Mass. 

Couri’s Food Town, 407 Junction Avenue, East Peoria, Il. 

Corpus Christi Jitney Jungle Co., 2725 Swantner Drive, Corpus Christi, Tex. 

Couri’s Food Town, 407 Junction Avenue, East Peoria 8, Il. 

Cox Super Market, Alexandria, Ind. 

Cram’s Markets, Inc., 322 North 23d Street, La Crosse, Wis. 

Cramer’s Super Market, 917 Atlantic Avenue, Atlantic City, N.J. 

Crawford Stores, Inc., 1217 South New Avenue, Alhambra, Calif. 
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Crestwood Shops, 1420 South 60th Street, Omaha, Nebr. 

Curtis Farms, Inc., 485 Columbian Street, South Weymouth, Mass. 

Cut Rate Food Market, Inc., 487 Main Street, Battle Creek, Mich. 

Cut-Rate Super Markets, Inc., 440 East Sullivan Street, Kingsport, Tenn. 

D'Agostino Brothers, 711 East 180th Street, New York, N.Y. 

Dahl’s Food Enterprises, 3425 Ingersoll, Des Moines, Iowa. 

Dahl’s Super Valu, 1501 South 15th Street, Fargo, N. Dak. 

Dairy State Markets, 144 Main Street, Stevens Point, Wis. 

Daitch Crystal Dairies, Inc., 3359 Park Avenue, New York, N.Y. 

Dan’s, Ine., 2294 East 33d South, Salt Lake City, Utah 

Dan’s Super Market, Rogers Road Extended, Kittery, Maine 

Dan’s Supreme Super Markets, Inc., 23 Little Main Street, Hempstead, Long 
Island, N.Y. 

Daves Market, 184 Essex Street, Millburn, N.J. 

Davidson Brothers, Inc., 275 George Street, New Brunswick, N.J. 

A.L. Davis Food Stores, 430 South Cherry Lane, Fort Worth, Tex. 

Davis Super Market, 136 South Pennsylvania Avenue, Greensburg, Pa. 

Davis & Humphries, Inc., 2303 Avenue H, Lubbock, Tex. 

Delchamps, Inc., 305 North Water Street, Mobile, Ala. 

Delmonte Super Market, 4140 Woodson Road, St. Louis, Mo. 

Demoulas Super Market, Inc., SO Dummer Street, Lowell, Mass. 

Dibble Grocery Co., 1400 Huntoon Street, Topeka, Kans. 

Dicks Super Valu, Platteville, Wis. 

Dilbert Brothers, Inc., 88-36 77th Avenue, Glendale, Long Island, N.Y. 

J.S. Dillon & Sons Stores Co., 307 North Washington Street, Hutchinson, Kans. 

Dionne, Ltd., 1221 St. Catherine Street West, Montreal, Quebec, Canada. 

Dixie Land Food Stores, Inc., Geneva, Ala. 

Dominick’s Finer Foods, Inc., 6900 West North Avenue, Chicago, Il. 

Dominion Stores, Ltd., 605 Rogers Road, Toronto 9, Ontario, Canada. 

Droege’s Super Market, 109 Main Street, Washington, Mo. 

Dunkle’s Foodland, 306 Byron, Waterloo, Iowa. 

Ben Duthler Super Market, 1054 West Leonard Street, Grand Rapids, Mich. 

Eagle-United, Inc., Postoffice Box No. 67, Rock Island, Tl. 

Easter Stores, 1800 Carpenter Street, Des Moines, Lowa. 

Eastwood Model Market, 611 South W. W. White Road, San Antonio, Tex. 

The T. Eaton Co., Ltd., 190 Yonge Street, Toronto, Ontario, Canada. 

Henry J. Eavey, Inc., 170 Fort Wayne Avenue, Richmond, Ind. 

The Eavey Co., 5 West Third Street, Xenia, Ohio. 

Eberhard Foods, Inc., 2834 Garden Street, SE., Grand Rapids, Mich. 

Economy Food Center, Inc., 1401 N. Evans Avenue, Evansville, Ind. 

Economy Super Market, 421 Seventh Avenue, Beaver Falls, Pa. 

Eddie’s Super Markets, 107-109 East Lombard Street, Baltimore, Md. 

The Edgmont Beef Co., 514 Edgmont Avenue, Chester, Pa. 

Edward’s, Super Food Market, 228-230 Main Street, Biddeford, Maine. 

Herbert Ekloh Betriebe, Dahl bei Hagen i. W., Germany. 

Elm Farm Foods Co., 600 Columbia Road, Dorchester, Mass. 

El Rancho Markets, Inc., 756 South Sunset Boulevard, Arcadia, Calif. 

T. O. Endicott & Son, 10 West Locust Street, Harrisburg, II1. 

Epps Super Market, Inc., 8427 East Houston Road, Houston, Tex. 

Ernie’s Super Market, 1135 East Ireland Road, South Bend, Ind. 

Evans Food Marts & Wyatt Food Stores, Post Office Box 10172, 6100 Cedar 
Springs, Dallas, Tex. 

C. P. Evans Food Stores, Inc., 112 Rosenberg, Galveston, Tex. 

The Evans Grocery Co., 700 First Avenue, Gallipolis, Ohio. 

Falley’s Markets, Inc., 3901 West 21st, Topeka, Kans. 

Farha Brothers Super Markets, Post Office Box 2080, Wichita, Kans. 

Paul Farley’s Super Valu, 216 Lake Park Drive, Winona, Minn. 

The Farmers Market, 2901 North Broadway, Wichita, Kans. 

Fazio’s Stop-N-Shop, 14807 Kinsman Road, Cleveland, Ohio. 

Feldpausch Food Center, 127 South Michigan Avenue, Hastings, Mich. 

Fernandes Super Markets, West Main Street, Norton, Mass. 

Fine’s Super Stores, 3515 N. W. 23d Street, Oklahoma City, Okla. 

First Street Food Center, 3650 East First Street, Los Angeles, Calif. 

The Fisher Brothers Co., 2323 Lakeside Avenue, Cleveland, Ohio. 

Fishers Foods of Canton, Post Office Box 628, Canton, Ohio. 

The Fleming Co., Operating Wornall United Super, 820 Quincy Street, Topeka, 
Kans. 
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Flotken’s Super Markets, Inc., 3619 South Kingshighway, St. Louis, Mo. 

Food Basket, 445 South Main Street, Phillipsburg, N.J. 

The Food Basket, Inc., 544 Campbell Avenue, West Haven, Conn. 

Food Center, 527 Main Street, Malvern, Ark. 

Food Circus Super Markets, Inc., Highway 35, Middletown, N.J. 

Food Fair, Inc., 13500 West Watertown Plank Road, Elm Grove, Wis. 

Food Fair Markets, Operated by Borman Food Stores, Inc., 12300 Mark Twain 
Avenue, Detroit, Mich. 

Food Fair Stories, Inc., 2223 East Allegheny Avenue, Philadelphia, Pa. 

Food Farm, 268 Turnpike Road, Shrewsbury, Mass. 

Food Farm Supermarkets, 114 Richmond Avenue, Staten Island, N.Y. 

Foodland, 630-640 North Seventh Street, Lebanon, Pa. 

Foodland Super Market, Ltd., Post Office Box 5338, Honolulu, Hawaii. 

The Foodmart, Inc., Park Avenue Road No. 1, Corning, N.Y. 

The Food Marts, 235 South Street, Holyoke, Mass. 

Foods Company Markets, 910 West Santa Barbara, Los Angeles, Calif. 

Food Queen Corp., 346 First Street, Neenah, Wis. 

Food Town, 95 Spring Street, Auburn, Maine. 

Food Town, Inc., 20 O Street SE., Washington, D.C. 

Food Town, Inc., Box 340, Baton Rouge, La. 

Foodtown, Inc., 6608 West Fond du Lac Avenue, Milwaukee, Wis. 

Foodtown Super Markets, 1004 West Elm Avenue, Monroe, Mich. 

Foodtown Super Markets, Inc., 612 South Broadway, Pittsburg, Kans. 

Fort Dodge Super Valu, 622 First Avenue, North, Fort Dodge, Iowa. 

Fourth Plain Pay’n Takit Stores, Inc., 2811 Fourth Plain Road at Grand Ave- 
nue, Vancouver, Wash. 

Fox Markets, Inc., 4411 West Slauson Boulevard, Los Angeles, Calif. 

Fox’s Clover Farm Super Market, Post Office Box 128, Beloit, Wis. 

R. E. Foy and Sons, Inc., 1177 Hancock Street, Quincy, Mass. 

Fraley’s Food Stores, Post Office Box 669, Statesville, N.C. 

Frank’s Super Market, 16025 East Ten Mile Road, East Detroit, Mich. 

Fred’s Super Valu, West Bremer Avenue, Waverly, Iowa. 

Fresh Air Market, Inc., 22 Main Avenue Place SW., Hickory, N.C. 

Friedman’s Super Market, Inc., 319 South Monroe Street, Butler, Pa. 

Frowein & Nolden, Aktiengesellschaft, Ackerstr 11, Dusseldorf, Germany. 

Furr’s Inc., 1710 Avenue G, Lubbock, Tex. 

Galyan’s Super Market, Inc., 1102 West 16th Street, Indianapolis, Ind. 

Garofalo’s Finer Foods, 175 West Joe Orr Road, Chicago Heights, Il. 

Gateway Super Markets, Inc., Post Office Box 52, Camp Taylor Station, Louis- 
ville, Ky. 

Geifman’s Food Stores, 1021 South Farragut Street, Davenport, Iowa. 

Genuardi Super Markets, Inc., 1930 West Main Street, Norristown, Pa. 

George’s Markets, 942 East Main Street, Morristown, Tenn. 

Gerbes Super Markets, Inc., Tipton, Mo. 

Gerrard's Market, 333 Orange Street, Redlands, Calif. 

Gershow’s Super Markets, 109 North Webb Street, Dayton, Ohio. 

Giant Eagle Super Markets, 35th and Railroad, Pittsburgh, Pa. 

Giant Food, Inc., Post Office Box 1804, Washington, D.C. 

Giant Markets, 436 North Sixth Street, Scranton, Pa. 

Giant Super Markets, Inc., 116 East Michigan Avenue, Mount Pleasant, Mich. 

Gill Brothers Food Market, Inc., 4641 Easton Avenue, St. Louis. Mo. 

Giunta’s Stop-N-Shop, 13928 Cedar Road, Cleveland, Ohio. 

Meyer Goldberg Super Market, 3810 Broadway, Lorain, Ohio. 

Goldblatt Brothers, Inc., 333 South State Street, Chicago, II. 

Gold’s Food Basket, Lincoln, Nebr. 

Goff Super Markets, Box 177, Pulaski Heights Station, Little Rock, Ark. 

Gold Star Super Market, Inc., R.F.D. 1, “Levant”, Faleoner, N.Y. 

Good Deal Super Markets, 10 Mill Road, Irvington, N.J. 

Gooding’s I. G. A. Foodliner, Trenton Avenue, Uhrichsville, Ohio. 

Goodlets Super Market, 3601 Rossville Boulevard, Chattanooga, Tenn. 

Goodwin & Westfall Markets, Inc., 5940 North Michigan Road, Indianapolis, Ind. 

Graczak’s Ine., Manchester and Clarkson Road, Ellisville, Mo. 

Grand Bazar D’Anvers 8.A., 2 Rue Aux Lits, Antwerp, Belgium. 

Grand Cash Markets, Inc., 111 North Pearl Street, Albany, N.Y. 

Grand Central Market, Inc., 11 Forest Street, Stamford, Conn. 

Grand Central Markets, Inc., 24 East Ninth South, Salt Lake City, Utah. 
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Grand Union Co., 100 Broadway. East Paterson, N.J. 

Grandville IGA Super Market, 30 West State Street, Grandville, Mich. 

Grandy’s Food Market, 54 North Howard Avenue, Crosswell, Mich. 

Greatermans Stores, Ltd., Post Office Box 5460, Johannesburg, Union of South 
Africa. 

Great Scott Super Market, 12421 Conant, Detroit, Mich. 

Great Scott Food Markets, Inc., 15-17 Terminal Way, Providence, R.I. 

Greenfield Center Market, 15454 Michigan Avenue, Dearborn, Mich. 

Green Frog Market, 258 Bernard Street, Bakersfield, Calif. 

Greenhills Consumer Services, Inc., Eswin and Endicott Streets, Greenhills, Ohio. 

Green Hills Super Markets, Inc., 1122 Penn Street, St. Joseph, Mo. 

Greenwald’s Super Market, Inc., 1984 Avenue H, Fort Madison, Iowa. 

Gregory’s Super Market, 7244 Kennedy Avenue, Hammond, Ind. 

Gristede Bros., Inc., 1601 Bronxdale Avenue, New York, N.Y. 

Grocery Basket Food Stores, Inc., 1440 Racine Street, Delavan, Wis. 

Groceteria Super-Food Market, Sixth and Grape, Medford, Oreg. 

Gromer’s Super Market, 820 North Liberty Street, Elgin, Ill. 

troves Market, 1517 Colley Avenue, Norfolk, Va. 

Growers Ontlet, Inc., Post Office Box 880. Springfield, Mass. 

Gruber’s Food Markets, Inc., 1450 North Custer Road, Monroe, Mich. 

Gulfstream Food Department Store, 1105 White Street, Key West, Fla. 

Gulf Super Markets, Inc., 2306 North Dale Mabry, Tampa, Fla. 

Haddad’s Super Market, 1911 North Wisconsin Avenue: Peoria, Il. 

Haines Super Market, 551 State Street, Clairton, Pa. 

Halan’s Inc., 347 North 76th Street, Milwaukee, Wis. 

Handy-Andy Community Stores, Inc., 3022 East Houston Street, San Antonio, 
Tex. 

Hannaford Brothers Co., 17 Cross Street, Portland, Maine. 

Harold’s Super Markets, Inc., 1431 Silver Street, Ashland, Nebr. 

Harris Super Markets, Inc., Post Office Box 3625, Charlotte, N.C. 

Harry’s Food Store, Ine., 135 West Twohig (Post Office Box 111) San Angelo, 
Tex. 

Hartmann’s Super Market, Inc., 42 Windsor Avenue, Rockville, Conn. 

Harvest Markets, Ine., 3275 Sheridan Drive, Buffalo, N-Y. 

Hasselman’s IGA Food Market, Third and Monroe, Muskegon, Mich. 

Hearn Brothers Super Markets, Inc., 2215 Washington Street, Wilmington, Del. 

Heinen’s, Inc., 17021 Kinsman, Cleveland, Ohio. 

Henry’s Pure Food Shop, Inc., 1214 Greenwood Avenue, Jackson, Mich. 

Herhb’s Super Market, 100 North 10th Street, McAllen, Tex. 

Hillman’s, 28 West Washington Street, Chicago, Il. 

Hill’s Supermarkets, Inc., 120 Secatogue Avenue, Farmingdale, N.Y. 

Caning & Co., Ltd., Operating Hi-Lo Supermarkets, Port-of-Spain, Trinidad, 
British West Indies. 

Hinky-Dinky Stores Co., 11th and Jones Streets, Omaha, Nebr. 

Hollywood Ranch Market, 1248 North Vine Street, Hollywood, Calif. 

Holmes Market, Holmes Road and MacDade Boulevard, Holmes, Pa. 

Holt’s Food Stores, 806 North Main Street, Borger, Tex. 

Home Dairy Co., 319 South Washington, Lansing, Mich. 

Hooley Super Markets, 109 North Main Street, Stillwater, Minn. 

Hoosier Markets, Inc., 710 Jackson Street, Anderson, Ind. 

Hovander Foods, Inc., 30 Ninth Avenue North, Hopkins, Minn. 

Hove Co., Inc., 1450 West Lake Street, Minneapolis, Minn. 

Hudson’s Bay Company, Retail Store, Vancouver, British Columbia, Canada. 

Hunts Markets, Inc., 202 Oak Street, Red Oak, Iowa. 

Hy & Max, Inc., 5756 Georgia Avenue, Washington, D.C. 

Hy-Vee Food Stores, Osceola Avenue, Chariton, Iowa. 

Tandoli’s Super Market, 345 Grafton Street, Worcester, Mass. 

Tdeal Super Market, 229 Springdale Avenue, East Orange, N.J. 

Anthony Jackson’s Foodfare, Ltd., 214-216 Kingsland Road, London, FE. 2, Eng- 
land. 

Jahn’s Super Marts, Seventh and Kiowa, Leavenworth, Kans. 

Jahr’s Super Food Center, Ine... 1577 West Greenfield Avenue, Milwaukee, Wis. 

Jenkins Groceteria, Ltd., 1820 Ninth Avenue F, Calgary, Alberta, Canada. 

Jennings Super Market, 112 Second Street, N.W., Hampton, Iowa. 

Jewel Tea Company, Inec.. 1955 West North Avenue, Melrose Park, TI. 

Jewell’s Super Market, 923 West North Street, Taylorville, Tl. 
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Jitney Jungle, Inc., 453 North Mill Street, Jackson, Miss. 
Jitney Jungle Stores, Box 9145, Tuscaloosa, Ala. 
Jitney-Jungle Stores of Tulsa, 3220 South Yale, Tulsa, Okla. 
Johnny’s Super Market, 1200 Maryland Avenue, Wilmington, Del. 
Johnston Super Markets, Inc., 135 South Morgan Street, Shelbyville, Ill. 
Jordano’s, Inc., 35 West Canon Perdido Street, Santa Barbara, Calif. 
Oscar Joseph Stores, Inc., 1420 Secor Road, Toledo, Ohio. 
Joseph’s Super Market, Inc., 11-13 East Long Avenue, New Castle, Pa. 
Joslyn’s Super Valu, 985 East Main Street, Manchester, Iowa. 
Joy Super Markets, Post Office Box 1654, Knoxville, Tenn. 
Jumbo Food Stores, Inc., 1244 Fifth Street NE., Washington, D.C. 
Justrite Super Markets, 5931 Troost Avenue, Kansas City, Mo. 
K & R Market, 1200 Roosevelt Road, Burlington, Iowa. 
Kane’s Super Market, Emilie Shopping Center, Levittown, Pa. 
Karau’s Super Market, 333-339 South Central Avenue, Marshfield, Wis. 
Karl’s Super Markets, Inc., 3602 South Westnedge, Kalamazoo, Mich. 
Keller’s Food Market, Inc., 319 Ludlow Avenue, Cincinnati, Ohio. 
Kennedy’s, Orange Street and Bellbrook Avenue, Zenia, Ohio. 
Kenny’s Market No. 2. 3837 North Sheridan Road. Peoria, Il. 
Kilroy’s Wonder Market, Inc., 288 Rock Road, Glen Rock, N.J. 
Kimberling’s, Inc., 715 Northwest 50th Street, Oklahoma City, Okla. 
King Cole Market, Inc., No. 5, 9840 Dexter Boulevard, Detroit, Mich. 
King Cole Markets, Inc., 4550 Melrose Avenue, Los Angeles, Calif. 
King Cole Stores of Bridgeport, Inc., Store No. 1, 1700 Park Avenue, Bridgeport, 
Conn. 
King Edward’s Super Market, 23-25 North Hamilton Avenue, Greensburg, Pa. 
King Kullen Grocery Co., 178-02 Liberty Avenue, Jamaica, Long Island, N.Y. 
Kings Super Markets, 163 Shaw Avenue, Irvington, N.J. 
Klein Super Markets, Inc., 1810 Como Avenue, St. Paul, Minn. 
Kohl’s Food Stores, 4050 North 34th Street, Milwaukee, Wis. 
Konter’s Super Market, 1504 Waters Avenue, Savannah, Ga. 
Kory’s Markets, Inc., 1731 West Santa Barbara Avenue, Los Angeles, Calif. 
Krambo Food Stores, Inc., 1019 North Rankin, Appleton, Wis. 
Krasner’s Shop Rite Market, 169 Ridge Road, North Arlington, N.J. 
The Kroger Co., Post Office Box 1199, Cincinnati, Ohio. 
F. Krotz Food Co., 300 North McLean Street, Lincoln, Il. 
Kutter’s, Inc., 1522 East Main Street, Richmond, Ind. 
L. & B. Super Markets, Inc., 28357 East 55th Street, Cleveland, Ohio. 
L. & P. Bi-Rite Super Market, 1250 East 105th Street, Cleveland, Ohio. 
Lakeland Grocery Corp., 6621 Military Highway, Norfolk, Va. 
La Salle Super Market, 153 Marquette Street, La Salle, III. 
Lauri Bros. Market, 2309 East Lafayette, Detroit, Mich. 
Lebow’s Super Market, Inc., 65 Washington Avenue, Carteret, N.J. 
Lenger Super Market, 16 West Burton, Grand Rapids, Mich. 
Leonard’s, Inc., 200 Houston Street, Fort Worth, Tex. 
Lerner’s Food Mart, 3353 North Green Bay Avenue, Milwaukee, Wis. 
Lewis & Coker, Inc., 2276 West Holcombe Boulevard, Houston, Tex. 
The Liberal Market, Inc., Concord and Snyder Streets, Dayton, Ohio. 
Liberty Cash Grocery, 201 East McLemore Avenue, Memphis, Tenn. 
Lillies’ Super Market, 250 Main Street, Coopersville, Mich. 
Lipson-Gourwitz Co., 7460 Intervale, Detroit, Mich. 
Little Falls Shop-Rite, Inc., Long Hill Road, Little Falls, N.J. 
The Little Stores, Kingsport, Tenn. 
Littleman Super Groceterias, Inc., 3475 California Street, San Francisco, Calif. 
Lloyd’s Shopping Centers, Inc., R.F.D. No. 3, Middletown, N.Y. 
Lloyd’s Super Markets, 1375 West Jeffrey Street, Kankakee, II. 


Loblaw Groceterias Co., Ltd., Fleet and Bathurst Streets, Toronto 2B, Ontario, 
Canada. 


Loblaw, Inc., Post Office Box 941, Buffalo, N.Y. 

Logli Pacemaker Food Store, 2019 Broadway, Rockford, II1. 

London Terrace Food Stores, Inc., 400 West 24th Street, New York, N.Y. 
Louis Stores, Inc., Post Office Box 4058, Bayshore Station, Oakland, Calif. 
Lucky Food Center, 201 East Pittsburgh, Greensburg, Pa. 

Lucky Stores, Inc., 1701 First Avenue, San Leandro, Calif. 

McAllister’s Dairy Farms, Inc., Route 6 State Road, Warren, Ohio 

McKinley Super Market, Brewerton Road, Syracuse, N.Y. 
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MeNally’s Super Valu, 1021 Main, Grinell, lowa. 

M. & M. Food City, Route 23, Sussex, N.J. 

M. & S. Foods, 901 12th Avenue, San Diego Calif. 

“M” System Food Stores, Post Office Box 2091, San Angelo, Tex. 

Madsen’s Super Valu, 630 South Front Street, Mankota, Minn. 

Thomas Maker, 105 Main Street, Nashville, Mich. 

Maloley Bros., Inc., 631 West Jefferson Street, Fort Wayne, Ind. 

Mammel’s Inc., 15 West “B” Street, Hutchinson, Kans. 

Mansour’s Super Market, G-4273 Corunna Road, Flint, Mich. 

Marek’s Super Market, 6004 Hill Avenue, Toledo, Ohio. 

Market Basket, 6014 South Eastern Avenue, Los Angeles, Cauf. 

Market Basket, 122 North Ninth Street, Klamath Falls, Oreg. 

Mark’s Super Valu, 612 Willson Avenue, Webster City, Iowa. 

Marsh Foodliners, Yorktown, Ind. 

Martel Bros., 14th and Upland Avenue, Chester, Pa. 

Martin’s Super Markets, 1489 Portage Avenue, South Bend, Ind. 

Marvin's Super-Market, 42-44 East Mulberry, Lebanon, Ohio. 

Massey’s Food Center, Inc., 340 East Main Street, Auburn, Wash. 

F. B. Maurer Market, Inc., 224 East Third Street, Uhrichville, Ohio. 

Mayfair Markets, Post Office Box 2256, Terminal Annex, Los Angeles, Calif. 

Mayfair Super Markets, 127 East Second Street, Plainfield, N.J. 

May’s Food Center, 436 North wood Avenue, West Palm Beach, Fla. 

Mazur’s Food Market, 141 South Main Street, Manville, N.J. 

Mears Super Valu, Inc., 1220 Main, Keokuk, Iowa. 

Meduski’s Shopping Center, Inc., Route 94, Warwick, N.Y. 

Meeske’s, 107 South Main Street, Mount Prospect, 1. 

Meijer’s Super Markets, Inc., 425 Fuller Avenue NE., Grand Rapids, Mich. 

Merrigan Super Markets, Post Office Box 422, Gallatin, Mo. 

J. G. Messick & Sons, Inc., Winston-Salem, N.C. 

Fred Meyer, Inc., 721 Southwest Fourth Avenue, Portland, Oreg. 

Mikes Supermarket, Ltd., 127 Mountjoy Street, South, Timmins, Ontario, 
Canada. 

Milgram Food Stores, Inc., 401 East 22d Street, Kansas City, Mo. 

Miller’s Super Market, Cherry and McCabe Streets, Eaton, Ohio. 

Minimax Super Mercados, S.A., Calle No. 23-No. 105, Vedado, Havana, Cuba. 

Minimax Stores, Post Office Box 179, Houston, Tex. 

Minyard’s Food Stores, Post Office Box 11183, Dallas, Tex. 

Frankie Mitsch’s Corner Store, 417 Orange Street, Mansfield, Ohio. 

Model Food Center, Inc., 7440 Calumet Avenue, Post Office Box 4007, Hammond, 
Ind. 

Model Markets, Post Office Box 721, San Antonio, Tex. 

Modern Village Store, Inc., 11850 East Valley Boulevard, El Monte, Calif. 

Moffat’s for Foods, Ltd., 566 King Street, Preston, Ontario, Canada. 

A. Moll Grocery Co., Post Office Box 1756, Plaza Station, St. Louis, Mo. 

Moss Super Market, National Pike West, Uniontown, Pa. 

Mott’s Super Markets, Post Office Box 1675, Hartford, Conn. 

Mulkey & Jackson Super Markets, Inc., 1308 East Main Street, Chattanooga, 
Tenn. 

Murray’s Super Valu Stores, Guttenberg, Iowa. 

Mutual Super Markets, Inc., 1408 South Avenue, Plainfield, N.J. 

National Grocery Co., 128 Elmora Avenue, Elizabeth, N.J. 

National Tea Co., 1000 Crosby Street, Chicago, Il. 

Natt’s Super Market, Lumpkin Road Corner Ramsey Road, Columbus, Ga. 

New England Food Fair, 10 Harvard Square, Brookline, Mass. 

Nicholson & Loup, 1524 Fourth Street, Westwego, La. 

Nielsen’s Market, Post Office Box 787, Roseburg, Oreg. 

Nino’s Super Market, 12400 Morang, Detroit, Mich. 

Norman’s Super Market, 179 Robinson Street, Binghamton, N.Y. 

Nu-Way Markets, 77 Southbridge Street, Auburn, Mass. 

Oddo’s Food Center, 1051 Burlington, North Kansas City, Mo. 

O’Hara’s Loop Market, 6675 Delmar Boulevard, University City, Mo. 

O.K. Bazaars (1929) Ltd., Empire State Buying Corp., 10 East 34th Street, New 
York, N.Y. 

O.K. Economy Stores, First Avenue and Duke Street, Saskatoon, Saskatchewan, 
Canada. 
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O.K. Fairbanks Corp., 480 West Street, Keene, N.H. 

Oleson’s Super Market, 901 West Front Street, Traverse City, Mich. 

Oneida Markets, Inc., Railroad Avenue, Albany, N.Y. 

Oppen’s Markets, 1301 Valley Street, Minot, N. Dak. 

Orchard Park Super Duper, Inc., 300 North Buffalo Road, Orchard Park, N.Y. 

Ormesher’s, Inc., 527 North Higgins Avenue, Missoula, Mont. 

Ostorvs Food Center, 2912-2916 Black Horse Pike, West Collingswood, Camden 
N.J. 

Overton’s Market, 2512 Lafayette Boulevard, Norfolk, Va. 

Owl Food Markets, Ltd., IGA Building, 124 The Queensway, Toronto, Ontario, 
Canada 

Owl Super Market, 5716 South 36th Street, Omaha, Nebr. 

P. & C. Food Markets, Inc., Post Office Box 1365, Syracuse, N.Y. 

P. & T. Super Market, 2327 Babcock Boulevard, Pittsburgh, Pa. 

Paetz Grocery Co., 725 Second Street, Muscatine, Iowa 

Pangle’s, Inc., Corner Central and Circular Streets, Lima, Ohio 

Pantry Super Markets, 26245 Michigan Avenue, Inkster, Mich. 

Pap’s Food Store, 3142 St. Claude Avenue, New Orleans, La. 

Park Edge Super Markets, 942 McKinley Parkway, Buffalo, N.Y. 

Park Orchards, Inc., West Richfield, Ohio 

Park Shop-Rite Market, 411 Franklin Avenue, Nutley, N.J. 

Park View Super Mart, Inc., 1703 Calumet Avenue, Whiting, Ind. 

Parket-Market, Inc., 611 Bartley Street, Jasper, Ind. 

Pat's Super Market, Inc., 13 Cabot, Holyoke, Mass. 

Pauli’s Super Food Mart, 3848-52 West North Avenue, Chicago, III. 

Paul’s Markets, Highland at Sierra Way, San Bernardino, Calif. 

Payday’s 51 Super Market, Inc., R.F.D. No. 3, Elizabeth, Pa. 

Pay’n Save Food Market, 1200 Northwest 6th Street, Grants Pass, Oreg. 

Tony Pegnataro & Sons, Inc., 464 Whalley Avenue, New Haven, Conn. 

Pence Food Center, 18th and Main Streets, Ottawa, Kans. 

Penn Fruit Co., Inc., Rost Office Box 6122, Philadelphia, Pa. 

Pennsauken Grocery Outlet, Routes 73, 130, Pennsauken, N.J. 

Penn Traffic Co., Washington Street, Johnstown, Pa. 

Penny’s Super Markets, Inc., 2624 Lynn Avenue, Minneapolis, Minn. 

People’s Markets, 465 East Pike Street, Pontiac, Mich. 

The Perry Markets, 519 Main Street, Rockland, Maine 

Perskey’s, Inc., 30 East State Street, Alliance, Ohio 

Petit’s Super Market, 25 West Street, Bristol, Conn. 

Philips Department Store, 4935 South 24th Street, Omaha, Nebr. 

Pick-N-Pay Super Markets, Inc., 3621 Chester Avenue, Cleveland, Ohio 

Pick-N-Save Food, Inc., 3388 North Avondale, Chicago, Il. 

Pic-Pac Food Stores, Inc, 2268 Lamar Avenue, Memphis, Tenn. 

Pied Piper Super Markets, 1726 East St. George Avenue, Linden, N.J. 

Piggly Wiggly Arkansas Co., Post Office Box 270, Magnolia, Ark. 

Piggly Wiggly Clarksville Co., 403 West Main Street, Clarksville, Tex. 

Piggly Wiggly Great Lakes, Inc., Box 277, Sheboygan, Wis. 

Piggly Wiggly Midland Co., 65 Copeland Avenue, La Crosse, Wis. 

Piggly Wiggly Midwest Co., 2722 Auburn Street, Rockford, Ill. 

Piggly Wiggly of Montgomery, Post Office Box 129, Montgomery, Ala. 

Piggly Wiggly Sims Stores, Inc., Post Office Box 389, Vidalia, Ga. 

Pik-N-Pay Super Markets, 445 Chancellar Avenue, Newark, N.J. 

Pinehurst Grocery, Inc., 302 Main Street, Manchester, Conn. 

Pittsburgh Mercantile Co., 2600 Carson Street, Pittsburgh, Pa. 

Plumb’s Super Markets, Inc., 1633 West Sherman Boulevard, Muskegon, Mich. 

Polly’s Food Service, Inc., 1825 Spring Harbor Road, Jackson, Mich. 

Poole & Co. (Woodstock) Ltd., 190 Huron Street, Woodstock, Ontario, Canada. 

Popular Markets, Inc., 59 Napier Street, Springfield, Mass. 

Power Super Markets Ltd., 75 Vickers Road, Toronto, Ontario, Canada 

H. C. Prange Co., Sheboygan, Wis. 

Premier Super Market, 7 Chews Landing Road, Clementon, N.J. 

Prickett’s Foodliner, 4001 Lincolnway East, Mishawaka, Ind. 

Primrose Super Market, Inc., 42 Primrose Street, Haverhill, Mass. 

Prinster Brothers, Post Office Box 1050, Grand Junction, Colo. 

Publix Super Markets, Inc., Box 440, Lakeland, Fla. 

Pueblo Super-Markets, Inc., Roosevelt Avenue, Puerto Nuevo, P.R. 

Purity Food Stores, Inc., 36 Franklin Street, Maiden, Mass. 
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Purity Stores, Ltd., 1645 Rollins Road, Burlingame, Calif. 

Q-P Stores, Inc., of Houston, Post Office Box 4120, Houston, Tex. 

Quincy Foods, Inc., 24th and Spring Street, Quincy, Il. 

Raley’s Food Stores, 1515 20th Street, Sacramento, Calif. 

Ralphs Food Stores, Inc., 137 East Main Street, Bozeman, Mont. 

Ralph’s Wonder Market, 95 Lincoln Street, Worcester, Mass. 

Ramey’s Super Market, 1818 South Glenstone, Springfield, Mo. 

Randall Stores, Inc., 1205 North Main Street, Mitchell, 8. Dak. 

The Red Food Stores, 801 East 12th Street, Chattanooga, Tenn. 

Red Owl Stores, Inc., Box 1128, Minneapolis, Minn. 

Regal Super Markets, Inc., Thriftway Foods, Inc., Post Office box 2600, King 
of Prussia, Pa. 

Rego Bros. Stop-N-Shop, 13609 Lakewood Heights Boulevard, Cleveland, Ohio. 

Renshaw’s, 16812 Lake Shore Boulevard, Cleveland, Ohio 

Richard’s Lido Market, 3433 Via Lido, Newport Beach, Calif. 

Ridgeview Super Valu, Inc., 2660 Ansborough, Waterloo, Iowa 

Rini Bros, Stop-N-Shop, 6925 Southland, Cleveland, Ohio. 

Rite-Way Foodliner, Crawford and Eutaula, Norman, Okla. 

Riverside Red X, Box 9008, Riverside, Mo. 

Roberson Super Market, 576 Vance Avenue, Memphis, Tenn. 

Rodenberg’s, Post Office box 4175, Charleston Heights, S.C. 

Rog & Scotty’s Super Valu, 3435 West Broadway, Council Bluffs, Iowa 

Rogers Markets, Inc., 520 West Jefferson Street, Fort Wayne, Ind. 

Rosauer’s Super Markets, Inc., South 25 Ferrall Street, Spokane, Wash. 

S. Rosengarten & Co., Inc., 641 West 131st Street, New York, N.Y. 

Ross’ Corner Stores, Memorial and Hoyt Avenue, Muncie, Ind. 

Rosso & Mastracco, Inc., trading as Giant Open Air Market, 399 Campostella 
Road, Norfolk, Va. 

(Royal Shop-Rite) Royal Markets, Inc., 169 Washington Avenue, Belleville, N.J. 

Rudy’s Markets, Inc., 447 Hilltop Drive, Bradley, Il. 

Rushing’s Inc., Box 629, Ames, Iowa. 

Rusty’s Food Center, 23d and Louisiana, Lawrence, Kans. 

Rylander’s, 2725 Exposition, Austin, Tex. 

The 8S. V. Corp., Post Office Box 59, Dubois, Pa. 

Safer Bros., Inc., Safer Foods, 4800 North Hopkins, Milwaukee, Wis. 

Safeway Stores, Inc., Fourth and Jackson Streets, Oakland, Calif. 

Sage’s Complete Markets, 1200-1220 E Street, San Bernardino, Calif. 

St. George Foods, Ltd., Post Office Box 326, Moncton, New Brunswick, Canada 

Salt Springs Super Market, 1200-08 East Fayette Street, Syracuse, N.Y. 

Samsons Food Center Corp., 400 Canal Street, Post Office Box 1016, Lawrence, 
Mass. 

Saratoga Super Market Co., 8505 Piney Branch Road, Silver Spring, Md. i 

Sattler’s, Inc., 998 Broadway, Buffalo, N.Y. 

Save-Way Super Market, 944 West 103d Street, Chicago, Ill. 

Saveway Market, 2830 Mount Vernon Avenue, Evansville, Ind. 

Savway Super Markets, Inc., Hamburg and Fifth Streets, Schenectady, N.Y. 

Sav-Way Markets, 20-30 North Laurel Street, Hazleton, Pa. 

Schaaf’s Unity Super Market, Midway Shopping Center, Route 413, Levittown, 
Bristol Township, Pa. 

Schermer Super Markets, Inc., 1127 Madison Avenue, Madison, Il. 

Schmidt Bros., 2919 South Logan Street, Lansing, Mich. 

Schmidt’s Parkview Market, Inc., 1100 Pike Street, Covington, Ky. 

Schnuck Markets, 4856 Manchester Avenue, St. Louis, Mo. 

Schorling’s, 3115 West Bancroft Street, Toledo, Ohio 

Schreiber’s Pure Food Markets, 401 West Lexington Street, Baltimore, Md. 

Ed. Schuster & Co., Inc., Milwaukee, Wis. 

Seaway Food Town, Inc., Box 66, Station 1, Toledo, Ohio. 

Sechrist Bros., Inc., 970 South George Street, York, Pa. 

Seeck, Inc., Strickland’s Thrifty Food Mart, 721 Lake Street, Oak Park, Il. 

Seessel’s, 1761 Union Avenue, Memphis, Tenn. 

Sentinel Super Markets, Inc., 131 North Summit Street, Post Office Box 668, 
Akron, Ohio. 

Sentry Markets, Inc., 4160 North Port Washington Road, Milwaukee, Wis. 

The Service Stores, Inc., 1602 West Henley Street, Olean, N.Y. 

Sgro’s Stop-N-Shop, 26588 Lake Shore Boulevard, Euclid, Ohio. 
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Shaffer’s Markets, Inc., 2101 New Road, Elsmere, Wilmington, Del. 

Shop-Easy Stores Ltd., Broadway and Donald Street, Winnipeg, Manitoba, 
Canada. 

Shopping Bag Food Stores, Inc., 10150 Lower Azusa Road, El Monte, Calif. 

Shoppers Markets, 1019 South La Brea Avenue, Los Angeles, Calif. 

Shop Rite Foodarama, Inc., South Street and Highway 9, Freehold, N.J. 

Shoprite Markets, 3630 South Cedar Street, Lansing, Mich. 

Shop-Rite Friedlander’s Market, Inc., 118 Boyden Street, Newark, N.J. 

Shop-Rite Super Market, 277 Beech Street, Kearney, N.J. 

Shop-Rite Uniondale Super Market, 973 Stuyvesant Avenue, Union, N.J. 

Sickel’s Food Center, South Evergreen Avenue and Elm Street, Woodbury, N.J. 

Siegel’s Super Market, Inc., 426 North Sixth Street, Richmond, Va. 

Sipes Food Markets, Post Office Box 2450, Tulsa, Okla. 

Slim’s Suburban Markets, Inc., 443 Saratoga Road, Scotia, N.Y. 

Smilen Foods, Inc., 47-02 Metropolitan Avenue, Brooklyn, N.Y. 

Smirnoft’s of Stratfield, 1280 Stratfield Road, Bridgeport, Conn. 

Smitty’s Super Market, 109 East Linn Street, Marshalltown, Iowa. 

Smith’s Complete Market, 175 East Olive, Porterville, Calif. 

Sobeys Stores, Ltd., King Street, Stellarton, Nova Scotia, Canada. 

Solomon’s Food Center, 200 Main Avenue, Passaic, N.J. 

South Public & Helpy Selfy Markets, 7701 South Broadway, St. Louis, Mo. 

Spencer’s Market, 1401 South Jackson, Frankfort, Ind. 

Spier’s, Inc. Big Star No. 13, 3830 Main Avenue, Groves, Tex. 

Spieth’s Market, Sixth and Ash, Momence, II. 

Spot Supermarkets, 65 Decarie Boulevard, Montreal, Quebec, Canada. 

Stacy’s Fine Foods, 1902 West Seventh Street, Little Rock, Ark. 

Star Market Co., 297 Walnut Street, Newtonville, Mass. 

Star Markets, Inc., 3939 Butler Street, Pittsburgh, Pa. 

Star Markets, Ltd., 2470 South King Street, Honolulu, T.H. 

Star Super Markets, 175 Humboldt Street, Post Office Box 1630, Rochester, N.Y. 

State Super Market, 430 West Ninth Mile Road, Ferndale, Mich. 

State Super Marts, 3032 West Madison Street, Chicago, I11. 

Steinberg’s Ltd., 5400 Hochelaga Street, Montreal, Quebec, Canada. 

Stepherson’s Big Star Food Stores, 4689 Poplar Street, Memphis, Tenn. 

Sterner’s Grocery, Inc., 455 Carlisle Street, Hanover, Pa. 

Stevens Markets, Inc., 6209 North West 27th Avenue, Miami, Fla. 

The Walter Stewart Co., Inc., 199 Elm Street, New Canaan, Conn. 

Stillman Food Stores, 3847 Second Avenue South, Minneapolis, Minn. 

Stockton’s, Inc., Newton, Iowa. 

Stop-N-Shop Food Marts, 226 Center Street, Ashtabul1, Ohio. 

Stop N Shop, Post Office Box 38, Manville, N.J. 

Stop “N” Shop, Post Office Box 1467, Missoula, Mont. 

Stop & Shop, Inc., 393 D Street, Boston, Mass. 

Sun Super Mart, Inc., 100 First Avenue Building, Cedar Rapids, Iowa. 

Sunbeam Market Place, Division of Sunbeam Enterprises, 501 Oak Street, 
Sweetwater, Tex. 

Sunflower Stores, Inc., Post Office Box 540, Indianola, Miss. 

Sunrise Shop-Rite, Inc., 478 Bloomfield Avenue, Caldwell, N.J. 

Sunrise Supermarkets Corp., 35 Engel Street, Hicksville, Long Island, N.Y. 

Sunshine Food Market, 847-55 Madison Avenue, Bridgeport, Conn. 

Sunshine Food Markets, 815 South Sixth Avenue, Sioux Falls, S. Dak. 

Superama Foods, Inc., 7988 Normal Street, La Mesa, Calif. 

Super Dollar Markets, Greeneville, Tenn. 

Super Duper Market No. 1, 200 South Hamilton Road, Columbus, Ohio. 

Super Duper Market No. 2, 923 South James Road, Columbus, Ohio. 

Supermart, East Front Street, Hamilton, Bermuda. 

Super Mercados, S. A., Apartado Postal 9562, Calle Norte 42, No. 2818, Mexico, 
D. F., Mexico. 

Super Save Markets, 2500 Seventh Avenue, North, Great Falls, Mont. 

Super Valu Food Mart, 2700 Division Street, St. Cloud, Minn. 

Super Valu Stores, Inc., Post Office Box 637, Des Moines, Iowa. 

Super-Valu Stores, Inc., 403 McCall Street, Houston, Tex. 

Super Valu Stores, Inc., Post Office Box 539, Minneapolis, Minn. 

Super-Valu Stores, Ltd., 3700 Kingsway, South Burnaby, British Columbia, 
Canada. 


Supreme Markets, Inc., 540 Gallivan Boulevard, Dorchester, Mass. 
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Sure-Save, Inc., 5602 North Ridge Avenue, Chicago, Ill. 

Sussman’s Super Market, 62 Broad Street, New Britain, Conn. 

Sherwood Swan & Co., Ltd., 10th and Washington Streets, Oakland, Calif. 

Swanson’s Super Market, Highway 71, Savannah, Mo. 

Swanson’s Super Stores, Cherokee, Iowa. 

Sweetheart Corner, Inc., corner Fay and Brewerton Roads, North Syracuse, N.Y. 

Szubski & Co. Food Fair, 40844086 East 71st Street, Cleveland, Ohio. 

Tait’s Southdale Super Valu, 2900 West 66th Street, Minneapolis, Minn. 

Tampa Grocery Co., 1610 West Platt Street, Tampa, Fla. 

Tanzer’s Market, 338 New Castle Avenue, Wilmington, Del. 

Tom Tarpy Foodtown, 2140 Tremont Center, Columbus, Ohio. 

Tazewell Acme Markets, North Tazewell, Va. 

Ted’s Super Valu, Emmetsburg, Iowa. 

Tedeschi’s Super Market, 346 Market, Rockland, Mass. 

Texas Servall Stores, Post Office box 161, Houston, Tex. 

George Theriot’s, Inc., Post Office Box 348, Lake Charles, La. 

Thomas Market, Inc., 620 North Sixth Street, St. Louis, Mo. 

Thorofare Markets, Inc., Post Office Box 237, Pittsburgh, Pa. 

Thriftway Food Mart, 4701 West 51st Street, Mission, Kans. 

Tiffin Parksave Super Market, Inc., 733 North Sandusky Street, Tiffin, Ohio. 

Tobe’s Super Market, 2101 Virginia Street, Gary, Ind. , 

International Basic Economy Corp. (operating Todos Supermarkets), Post Office 
Box 756, Hato Rey, P.R. 

Tolly’s Market, Inc., 1355 North Route 48, Decatur, Ill. 

Tomboy Markets, Inc., 8725 Livernois, Detroit, Mich. 

Tom’s Food World, Inc., 550 Kimball, Fitchburg, Mass. 

Tom’s Super Market, 150 North Millvale Avenue, Pittsburgh, Pa. 

Tom Thumb Stores, Inc., 2533 Hawes Street, Dallas, Tex. 

Top Hat Food Center, Inc., 10821 First Avenue South, Seattle, Wash. 

Top Notch Foods, Inc., 1150 Burnside Avenue, East Hartford, Conn. 

Tops All Foods, Inc., 9250 SE. Stark Avenue, Portland, Oreg. 

Town and Country Market, 1824 Portage Street, Kalamazoo, Mich. 

The Tracy & Avery Co., 163 North Diamond Street, Mansfield, Ohio. 

Transitown Super Duper, Inc., Transitown Plaza, Williamsville, N.Y. 

Tri City Grocery Co., 1603 State Street, Granite City, Ill. 

Trowbridge Super Market, Charles City, Iowa. 

20th Century Stores, 247 Main Street, Nashua, N.H. 

20th Century and Pic N Pay, Inc., 674 Islington Street, Portsmouth, N.H. 

Two Guys from Harrison, 521 Bergen Street, Harrison, N.J. 

Ukrop’s Super Market, Inc., 3611 Hull Street, Richmond, Va. 

Union Fruit Corp. (operators of Super Markets, Inc.), 240 Broadway, Schenec- 
tady, N.Y. 

United Markets, Inc., 514 Ferry Street, Newark, N.J. 

United Super Markets, Ine., 3250 Penobscot Building, Detroit, Mich. 

United Super Markets, Inc., 680 Lynnway, Lynn, Mass. 

Universal Food Markets, Inc., 8 Concourse East, Jersey City, N.J. 

Universal Food Stores, Inc., 3 Cove Street, Norwich, Conn. 

Valley Fair Superama, Highway Route 17, Paramus, N.J. 

Van Hartesveldt Market, 125-133 East Main Street, Fennville, Mich. 

Van's Food Department Stores, Inc., 694 Michigan Street, Holland, Mich. 

Van's Food Mart, Inc., 6027 West Greenfield Avenue, West Allis, Wis. 

Van’s Super Valu, 3709 Park Avenue, Des Moines, Iowa. 

Vay’s Shop-Rite Super Market, 362 River Road, New Milford, N.J. 

Verscharen’s Food Centers, 3290 Saw Mill Run Boulevard, Pittsburgh, Pa. 

Vic’s Market, 302 13th Street, Fargo, N. Dak. 

Vietor-Huston, Box 59, Greenville, Ohio. 

Victory Markets, Inc., 54 East Main Street, Norwich, N.Y. 

Village Super Market, 9 South Orange Avenue, South Orange, N.J. 

Virginia-Carolina Wholesale Co., 1301 Main Street, Lynchburg, Va. 

Vogel’s, Inc., Pekin, Il. 

Von's Grocery Co., Post Office Box SS38, Los Angeles, Calif. 

Cas Walker Stores, 115 Patton Street, Knoxville, Tenn. 

Walker’s Super Market, 2101 North Main Street, Decatur, Il. 

Wally’s Food Town, 612 West Perkins Avenue, Sandusky, Ohio. 

Wally’s Market, Inc., 120 East 147th Street, Harvey, Ill. 

Walt’s Super Market, 1108 Prairie Street, Aurora, Il. 
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Warehouse Markets, Inc., Post Office Box 347, Tulsa, Okla. 
Wegmans Food Markets, Inc., 74 Main Street West, Rochester, N.Y. 
Weiners Super Market, 601 East 39th Street, Savannah, Ga. 

J. Weingarten, Inc., 600 Lockwood Drive, Houston, Tex. 

Weis Markets, Inc., 518-618 South Second Street Sunbury, Pa. 

Werner’s Super Market, 205 East Auglaize Street, Wapakoneta, Ohio. 
Wesselman’s, Lincoln and Weinbach Avenue, Evansville, Ind. 

West Orange, Shop Rite, 310 Main Street, West Orange, N.J. 

Wetzel’s Super Market, Inc., 1601 Triplett Street, Owensboro, Ky. 
Weybosset Pure Food Markets, 66 Weybosset Street, Providence, R.I. 
The White Stores, Inc., 217 North Broadway, Knoxville, Tenn. 

Wieboldt Stores, Inc., 820 Davis Street, Evanston, Ill. 

Williams Food Market, 4578 North High Street, Columbus, Ohio. 
Williams Stores, Inc., 2139 St. Charles Avenue, New Orleans, La. 

W. W. Wilt, Inc., 100 Easy Shopping Place, Elkhart, Ind. 

Wilson Thorne, Inc., Post Office Box 8, Lynnwood, Wash. 

Windmill Food Stores, Inc., 1338 Broadway, Hewlett, Long Island, N.Y. 
Winegar’s Super Markets, Inc., Post Office box 276, Bountiful, Utah. 
Winn-Dixie Stores, Inc., drawer B, West Bay Station, Jacksonville, Fla. 
Wise’s Super Market, 879 East Center Street, Marion, Ohio. 

Witt’s Market House, Inc., 705 Hennepin Avenue, Minneapolis, Minn. 
Wohler’s IGA Foodliner, 2525 Niles Avenue, St. Joseph, Mich. 

Wood Lake Food Market, 6541 Lyndale Avenue South, Minneapolis, Minn. 
Woodman’s Food Markets, 1266 Milton Avenue, Janesville, Wis. 


Woodward Stores, Ltd., Hastings and Abbott Streets, Vancouver, British Column 
bia, Canada. 


Woodyard Bros., Inc., 2825 East Burnside Street, Portland, Oreg. 
Wuest’s, Inc., 312 West Cedar, Seguin, Tex. 

Wyatt Food Stores, Inc., 6100 Cedar Springs, Dallas, Tex. 

Zabar Super Market, Inc., 2245 Broadway, New York, N.Y. 
Zimmerman’s Twelve Mile Store, 12 Mile Rural Station, Gresham, Oreg. 

Mr. Grnssurc. The special compilation is necessary since the insti. 
tute does not maintain a published list of and a directory of its 
members. We operate largely on a store basis. 

I think the committee would like to hear something about the Super 
Market Institute as an organization. 

SMI, the Super Market Institute, is an international nonprofit 
organization representing about 750 companies. 

Mr. Roosrvettr. I am going to interrupt you for just a moment. 
I want to tell the members of the Lake Oswego High School from 
Oregon, and who are here on the American Heritage tour, we are 
very happy to have had you. We hope you enjoyed the hearing a 
bit, and we are pleased to have seen you. 

Mr. Grnssurc. As I say, SMI represents about 750 companies; it 
operates more than 11,000 markets; and had a combined sales volume 
of $13.5 billion in 1958. 

To be eligible for membership in SMI, a company must operate 
at least one supermarket, and that is defined as “a complete foodstore 
with at least a grocery department fully self-service, and having a 
minimum sales volume of $1 million a year.” 

The institute is made up of companies of all sizes ranging from 
one store, meeting these membership requirements, to companies op- 
erating many hundreds of stores. 

To some extent the membership of SMI overlaps with the member- 
ship of the NAFC, Mr. Flint’s organization. A good many of the 
largest members are not members of SMI. 

The composition of the SMI membership has remained about the 
same for many years. About one-third of the membership operates a 
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single store; another third, between two and five stores; and the re- 
mainder, six stores or more. 

Now, representing as it does both the large and the smal! super- 
market companies, and both chain and independent organizations, 
SMI confines itself to problems which are common to all. 

SMI’s activities are essentially in the field of research and education. 
The sole reason for membership is the effort on the part of the super- 
market operator to learn better methods of retailing, briefly, to run 
his store better. 

To help its membership achieve this end SMI conducts meetings on 
better methods, seminars on leadership and personnel problems, re- 
search into industry trends and developments; publishes handbooks 
and other training aids; and provides its a, ns with mats and 
other aids in conducting special promotions. 

The committee has just heard something about some of the food 
promotions from Mr. Flint. We often cooperate with farm organiza- 
tions and other segments of the food industry on problems affecting 
consumers in the Nation as a whole, such as moving foods in plentiful 
supply into consumption. 

Policy decisions are made by a board of directors made up of super- 
market executives. Because of its membership requirements SMI does 
not represent the small corner grocery stores, but many of the insti- 
tute’s studies of other material are available to all retailers through 
libraries, universities, U.S. Department of Agriculture Extension 
Service, the trade press and so on, and upon request of those who take 
the trouble to write. 

As to the growth and current trends in the supermarket industry, 
the most authoritative source is the annual report prepared by all 
SMI’s research departments entitled “The Supermarket Industry 
Speaks.” 

I will offer for the record at an appropriate time a copy of the latest 
report, which I think will deal with much of the material to which 
reference has been made during the course of these hearings thus far. 

The report is not yet in printed form. We have a copy just as it 
was delivered a month ago in Atlantic City. 

Mr. Roosrevetr. Do you want to submit it at this time, and we will 
accept it for the record at this time ? 

Mr. Ginspure. Certainly. 

The report is entitled “The Supermarket Industry Speaks, 1959.” 
It is in two parts. For the convenience of the committee, I might run 
through at least some of the captions so as to indicate to you the scope 
of the report: the nature of the basic material that is contained in it. 

This 1959 edition of “The Supermarket Industry Speaks” is based 
on information provided by 331 companies operating a total of 4,466 
stores with combined sales of $6,420 million in 1958. 

The first caption is “Sales Gains 1958 as Against 1957,” showing 
the trend within the industry. 

Then there is information as to the sales of identical sores, 1958 
again as contrasted with 1957. 

Third, “Sales Volume of Individual Supermarkets.” 

Fourth, the problem of expansion : “Expansion in 1958 as Compared 
With Expansion in 1959.” 

There is then a caption, “Smaller Store Openings.” 
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There is a caption entitled “Minimum Sales Volume of the New 
Supermarkets.” What is the minimum sales volume? What are the 
established targets ¢ 

Then we have problems dealing with competition in supermarkets ; 
operating results—which has been much discussed here—and typical 
oper ating ratios. What has happened to expenses, gross profits, net 
operating profit ratios, sales productivity ratios? What developments 
have there been regarding supermarket personnel? Have the formal 
training courses which the SMI has conducted for all store managers 
increased the productivity of store employees ? 

This is the subject matter of the captions from the first part of the 
report. In the second part there is information on the ideal size of 
supermarkets, allocation of selling space, and nonfood lines—which 
has been discussed here—the indication of 5 percent of gross is correct 
according to our figures. 

The second part t also touches on frozen foods, bakery and delicates- 
sen departments, self-service, prepackaging of perishables, food proc- 
essing by supermarket operators, customers’ services, trading stamps, 
which has been much debated in the industry, other regular premium 
plans, and, finally, the growth of the Super Market Institute itself. 

This report has been a regular feature of SMI’s conventions, and I 
think it has been useful to the industry as a whole. 

I have also, Mr. Chairman, a compilation entitled “Facts About New 
Supermarkets Opened in 1958, ” and a third publication entitled “How 
Super Market Institute Serves Its Members and Its Industry.” 

Also submitted is “The Supermarket Industry Speaks, 1958,” in 
the published form in which the current report will be shortly. 

Finally, I have two reports which may be of interest to the com- 
mittee having to do with the problem of depreciation rates in the in- 
dustry, a problem which has given the industry a great deal of concern 
and which the industry w ould like to call to the committee’s attention. 

Mr. Roosrveir. Mr. Ginsburg, I think counsel has a question. 

Mr. MacIntyre. Do you also have with you the copies of the ad- 
dress made by Mr. Eavey, the president of SMI, and the research di- 
rector at the recent convention ? 

Mr. Grnspura. I do, Mr. MacIntyre. I have already offered for the 
record Mr. Kornblau’s survey, “The Supermarket Industry Speaks,” 
which you have before you. 

I was just about to offer Mr. Eavey’s address entitled “The Power 
of ar, which was delivered at the annual convention on May 24, 
1959, which I also offer for the record now. 

Mr. Rooseverr. Without objection, this material will be put in 
the record at this — 

(The documents referred to follow :) 





THE SUPERMARKET INDUSTRY SPEAKS, 1959 (Pr. 1) 


By Curt Kornblau, director of research, Super Market Institute, presented at 
the 22d Annual Convention of Super Market Institute, Atlantic City, N.J., May 
25, 1959 
This presentation gives the highlights of the 11th annual report by the members 

of Super Market Institution. 

As always, this study was possible only through the support and cooperation of 


the members who supplied very detailed information about their operations in 
the spirit of ‘‘more for all.” 
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The 1959 edition of “The Super Market Industry Speaks” is based on informa- 
tion provided by 331 companies operating a total of 4,466 stores with combined 
sales of $6,420 million in 1958. 

The findings of this survey should be valid for the entire supermarket in- 
dustry, as the membership of the institute is fairly typical of all supermarket 
operations. 

SALES GAINS, 1958 VERSUS 1957 


The SMI member companies achieved an average sales gain of 13 percent over 
1957—the same rate of increase as recorded a year ago. 

As usual, the SMI members secured substantially better sales increases than 
all U.S. grocery stores (5 percent). All U.S. retail stores as a group were barely 
able to maintain their 1957 volume. 

For the third consecutive year, operators in New England accomplished the 
highest rate of sales increases, 19 percent, followed by the west north-central 
region, 17 percent. The Pacific region averaged the lowest sales gains, 9 percent. 

The smaller companies again attained the biggest proportionate sales increases. 
Operators with sales up to $10 million in 1957 showed an average gain of 16 
percent. Lowest sales gains, 9 percent, were reported by organizations with 
sales between $50 and $100 million. 

Fewer companies showed sales increases this year, 54 percent, compared to 
86 percent a year ago. Some 3 percent reported no change, and 13 percent a sales 
decline. 

Companies with sales gains averaged a 14-percent increase in sales, while the 
members with sales declines averaged a 7-percent decrease. 

The 13 percent of the companies which dropped volume were mostly smaller 
operators. Together, they accounted for less than 4 percent of all SMI member 
sales. However, in every sales group except the largest (above $100 million), 
some companies suffered sales decreases. 

Regionally, every operator in Canada registered a sales increase. In the 
west south-central region, 1 out of every 5 companies experienced sales declines 
(21 percent) ; in the Middle Atlantic region, 1 out of 6 (16 percent). 

Some 17 percent of the members procured sales increases of more than 25 
percent over the previous year. 

The Bureau of Labor Statistics index of retail food prices advanced 4 percent 
in 1958. While the BLS index is not a precise measure of changes in supermar- 
ket prices, it seems clear that the sales increases continue to come primarily from 
added tonnage rather than higher prices. 


SALES OF IDENTICAL STORES, 1958 VERSUS 1957 


Sales increases are comprised of volume contributed by new stores and gains 
attained by old stores. 

To make the data on sales gains more meaningful, this study measured not only 
overall company sales performance, but also the sales results of the ‘same, iden- 
tical stores’”—stores which were open throughout the entire 2-year period 1957 
and 1958. 

Discounting the effects of expansion and store closings, the SMI members 
averaged a sales gain of 2 percent in the same, identical stores, as against a 13 
percent gain for the entire operation. 

The rate of sales increase in the identical stores was the same as that recorded 
in the preceding year, just as it was for the entire operation. 

Thus, the major portion of the total sales increase again comes from new stores, 
but the “old” stores continue to produce sales gains. 

Operators in every region except the east north-central were able to build 
sales in the same, identical stores above 1957. Average sales gains varied from 
10 percent in the mountain region and 9 percent in the west north-central area 
to 1 percent in the Pacific region and Canada. In the East North-Central 
States, operators lost sales volume in their identical stores, 1 percent below 
1957. 

Sales increases in the same, identical stores again varied according to com- 
pany size—ranging from 10 percent for the smallest companies (with total sales 
up. to $2 million in 1957) to a fraction of 1 percent for the largest companies 
(with sales above $50 million). 

Only 73 percent of the companies showed sales gains in their identical stores, 
the smallest percentage since 1955. Sales declines were reported by 22 percent, 
no change by 5 percent. 
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In evaluating the sales gains of the identical stores, it should be kept in mind 
that the BLS index of retail food prices advanced 4 percent in 1958. 


SALES VOLUME OF INDIVIDUAL SUPERMARKETS 


Super Market Institute defines a supermarket as a complete, departmentalized 
food store with a minimum sales volume of $1 million a year and at least the 
grocery department fully self-service. (Other definitions currently in use by 
other sources go as low as $300,000. ) 

Under this definition 61 percent of the SMI member stores qualify as super- 
markets." 

Sales of individual supermarkets ranged from the minimum of $1 million to 
many millions. Some 15 percent did $38 million or more in 1958, as against 
16 percent a year ago. (The latest annual SMI study of new supermarkets 
showed that the new units opened in 1958 had smaller sales than the 1957 model.) 

Average sales per supermarket in 1958 are estimated at $1,820,000, slightly 
above last year’s average of $1,810,000. 

Sales per supermarket varied from $1,670,000 in the west north-central and 
Middle Atlantic areas to nearly $2%4 million in New England and well over $2 
million in the Pacific region. 

For the first time, a majority of the SMI member stores did better than $1 
million in every region of the United States—from 52 percent in the west north- 
central to 76 percent in the Pacific. 

The 39 percent of the stores which do less than $1 million a year are mostly 
smaller self-service stores. Together, they account for only 16 percent of all 
SMI member sales. Two out of three had sales of $500,000 or over; thus 86 
percent of all stores operated by the SMI members would be considered super- 
markets under the previous definition, in effect until 1955, which specified a 
minimum volume of $500,000. 

EXPANSION 


Expansion continued on a large scale in 1958. The rate of new supermarket 
additions rose from 14 percent in 1957 to 16 percent in 1958. 

The rate of major remodelings declined from 7 percent of all supermarkets in 
1957 to 6 percent in 1958. (Major remodeling is defined as involving structural 
changes or large investment in new equipment. ) 

New supermarkets outnumbered remodelings by a ratio of nearly 3 to1. Only 
14 percent of the new supermarkets added in 1958 were relocations, about the 
same percentage as in the previous 3 years. 

(This study does not inquire into major remodelings of smaller stores—(loing 
less than $1 million a year—or minor remodelings of supermarkets. ) 

Of the new supermarkets added in 1958, fully 28 percent were obtained through 
purchase or merger, the biggest percentage in the 5 years for which data are 
available. The supermarkets involved are equal to 4 percent of all supers 
operated by the SMI members at the time of the survey, compared to also 4 
percent a year ago and 5 percent 2 years ago. 

This means of expansion was used by 9 percent of all companies—26 percent 
of the companies which added new supers in 1958, as against 29 percent in 1957. 

While operators in all size groups procured established supermarkets from 
other operators, acquisition through purchase or merger was most important 
for larger companies (with sales above $50 million) and least significant for 
medium-size companies (with sales between $10 and $50 million). 


EXPANSION IN 1958 


Some 44 percent of the SMI members expanded during 1958, about the same 
percentage as in the previous year. New supermarkets were opened by 33 per- 
cent of the companies, and 24 percent carried out major remodelings (13 percent 
did both). 

The supermarkets added in 1958 represent 16 percent of all supers in operation 
at the end of the year; 6 percent of the supermarkets were extensively renovated 
during the year. 


1If foreign countries are omitted and only stores in the United States are counted, 64 
percent of the SMI member stores qualify as supermarkets. If $500,000-or-over stores 
operated by SMI members outside the continental United States (where the minimum 
volume requirement is $500,000) are counted as supermarkets, 63 percent of all SMI 
member stores qualify as supermarkets. 
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The greatest expansion activity took place in the southeast and middle Atlantic 
areas. The west north-central area, which ranked first a year ago, had the 
lowest rate of expansion in 1958. 

By size of operation, the largest companies (with sales above $100 million) 
set the pace in the rate of new supermarkets. Companies with sales between $2 
and $10 million again had the highest overall rate of expansion (new super- 
markets and remodelings combined). 

Some 15 percent of the companies closed one or more stores in 1958, but only 
3 percent disposed of supermarkets. The closed supermarkets amounted to 0.4 
percent of all supers in operation at the end of the year. All closed stores, in- 
cluding nonsupers, equaled 5 percent of the stores operated by the SMI members. 
For every supermarket sold or closed, 40 new supermarkets were added during 
the year. 

The important characteristics of new supermarkets constructed in 1958 were 
reported in the companion study published by Super Market Institute earlier this 
year, ‘‘“Facts About New Supermarkets Opened in 1958.” 


EXPANSION IN 1959 


The SMI members are planning to step up their program of store expansion 
again in 1959. 

Definite plans call for the opening of one new supermarket for every five 
operated by the SMI members as of the beginning of this year. Of these, 10 
percent will be relocations, the smallest percentage in the 11 years of this survey. 

Major remodelings are planned for 7 percent of the supermarkets. 

In every region, operators have drafted plans bigger than their 1958 expansion 
program. 

Companies with sales up to $10 million have mapped out the highest rate of 
expansion. However, the larger companies usually come closest to actually exe- 
cuting their plans. 

For 1959, operators in all regions and in all size groups again project more 
new supermarkets than remodelings. 

Close to half of the companies (48 percent expect to open new supermarkets, 
and 26 percent plan major remodelings. In all, 56 percent of the members defi- 
nitely intend to expand during the year. 

Even though the SMI members may not fully realize all their plans for expan- 
sion, 1959 should be another year of outstanding growth for the SMI member 
companies. 

SMALLER STORE OPENINGS 


Some 10 percent of the companies opened stores doing less than $1 million, the 
same proportion as last year. 

These new stores represent 2 percent of all the SMI member stores, also the 
same as a year ago. 

For every smaller store opened, the members added more than six new super- 
markets. 

So-called bantam or midget markets have received much publicity recently. In 
general, these are small superettes, self-service, compact, efficient, with probably 
around 2,000 to 4,000 square feet of selling area, a fairly full line but little 
selection of brands and sizes, catering to convenience purchases, observing long 
hours. 

Accordingly, this study investigated the extent to which the SMI members 
might be opening such units. 

To date, the members have shown very limited interest in this type of store. 

Only 5 of the 331 companies participating in this survey are currently operat- 
ing bantams—from 1 to 3 units each. 

A total of 10 companies are planning to open from 1 to 5 midget markets each 
in 1959. 

MINIMUM SALES VOLUME OF NEW SUPERMARKETS 


About 9 out of 10 companies (89 percent set a minimum volume figure below 
which they will not open a new supermarket. 

On the average, operators aim at a minimum of $30,000 a week—10 percent 
less than the $33,000 reported by the SMI members 8 years ago. 

This minimum varies from $24,000 in the mountain region to $38,000 in the 
Pacific States. 


In general, the smaller companies are willing to open smaller supermarkets. 
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COMPETITION TO SUPERMARKETS 


Some industry observers have been warning that the supermarket may be 
becoming vulnerable to competition from other forms of retailing. 

So this survey addressed the following question to SMI members: “Are you 
getting severe competition in your retail food operation from outlets that are 
not primarily food stores?” 

Nearly 1 out of 10 companies (9 percent answered “Yes,” including operators 
in all size groups (except those with sales between $50 and $100 million) and 
in all regions (except the mountain region and Canada). 

In all, 24% percent of the supermarkets are affected, most of them in the Mid- 
dle Atlantic and Pacific States. 

What type of business is the source of this competition? Discount houses were 
cited most frequently. Also mentioned were farmers’ markets, freezer plans, and 
(in one instance) drugstores. 


OPERATING RESULTS 


Store operating expenses again rose at a faster rate than sales—as they have 
done in each of the 11 years surveyed to date. 

Nearly two out of every three companies (65 percent) experienced a higher 
store operating expense ratio, compared with the previous year. Lower expense 
ratio was reported by 21 percent of the companies—the biggest percentage in 
10 years—and the same ratio as in 1957 by 14 percent. 

Store labor expense ratios were higher in 62 percent of the companies and 
unchanged in 16 percent, while 22 percent were able to achieve a lower expense 
ratio. 

Store operating expenses other than labor advanced in 60 percent of the com- 
panies, declined in 18 percent, and remained about the same in 22 percent. 

With expense ratios continuing to increase, over half of the companies (56 
percent) reported a higher gross margin than in the year before. Some 27 per- 
cent reduced their overall gross margin, and 17 percent maintained about the 
Same gross as in 1957. 

In the grocery department, 60 percent of the companies operated on a higher 
gross, 22 percent on a lower margin, and 18 percent did not change. 

In the produce department, 44 percent had a higher gross margin and 27 per- 
cent a lower gross. 

In the meat department, more operators (42 percent) reduced than raised 
(39 percent) the grossmarzin. 

Net profit ratio before taxes was reported higher by 48 percent of the com- 
panies, lower by the same number, and the same by 14 percent. 

After taxes, 40 percent of the companies showed a net profit ratio higher than 
a year ago, 46 percent lower, and 14 percent unchanged. 

A summary report on the state of the industry reads very similar to previous 
years: The large majority of companies enjoyed sales gains. The major portion 
of sales increases came from new stores, but ‘‘identical stores” continued to pro- 
duce sales gains. Expansion continued apace. New supermarkets were added 
at a rate even greater than in the year before, and many older stores were mod- 
ernized. Operating expenses continued to advance. Two out of five companies 
improved their ratio of net profit in comparison with a year ago. Typical net 
operating profit ratio before taxes was slightly lower than in 1957. 


TYPICAL OPERATING RATIOS 


While the annual, the Super Market Industry Speaks, establishes the general 
trends, the SMI Figure Exchange has been providing specific operating and 
merchandising ratios (broken down by region, number of stores, sales volume, 
department, etc.) to contributing members since 1953. 

This report again presents “typical performance” 
Exchange, based on strict accounting definitions. 

Both expenses and gross profit rose again, as they have each year for which 
data are available. Typical operating expense ratio advanced from 16.04 percent 
in 1957 to 16.19 percent in 1958. Gross profit edged up from 18.11 to 18.12 percent. 
Net operating profit before taxes declined from 2.26 to 2.20 percent, but remained 
above the level of 2 years ago. In the past year 6 percent of the companies 
participating in the SMI Figure Exchange suffered a net operating loss, slightly 
more than a year ago (5 percent) and the same as 2 years ago. 


ratios from the SMI Figure 

















SMALL BUSINESS PROBLEMS IN FOOD DISTRIBUTION 83 


ie 


Typical operating ratios, 1954 to 1958 * 


{In percent] 





Operating | Gross profit | Net operating 
Year expense | ratio | profit ratio 








ratio (before taxes) 
a - | |- nn masin Rapes — 
citi ct aia Falk al AN aN 14. 72 17. 37 2. 46 
| 15. 37 17. 76 | 2. 56 
15. 96 | 17. 94 | 2.13 
16. 04 | 18.11 | 2. 26 
16.19 18.12 | 2. 20 





1 The median, i.e., the halfway or middle figure when all figures in the group are listed in order of size 
from the smallest to the largest. Since each figure is computed independently, they do not balance out 
precisely, 


The following table shows typical performance (representing industry aver- 
age) and in addition, the “low” and “high” range of the middle half of the 
reporting companies (enabling operators to aim at better-than-average per- 
formance). It may be seen that the top fourth of the companies achieved a 
net before taxes of 3 percent or better, and that the top fourth had an operating 
expense ratio of 14.54 percent or less. 


Operating ratios, 1958 


{In percent] 


| 
Operating ex- Gross profit Net operating 
pense ratio ratio profit ratio 
(before taxes) 





Typical performance __- . | 16. 19 18. 12 2. 20 
Middle range: ! 
Low a aetednd ockdse oka ce behasee 14. 54 | 16. 81 1.34 
High ; . eee 17. 49 | 19. 87 | 3.00 


1 The ‘‘middle range”’ figures are the figures at the one-quarter and three-quarters points, when all the 
figures are listed from the smallest to the largest. Extremes in the top and bottom quarters are thug omitted 


SALES PRODUCTIVITY RATIOS 


Sales per employee increased again in 1958, as they have each year since 
the inception of this survey. 

Sales per full-time employee equivalent averaged $41,200 or 4 percent higher 
than last year. (This figure is based on all employees, not just store employees ; 
it is further based on the assumption that two part-timers are equal to one 
full-time employee. ) 

By region, sales per full-time employee equivalent ranged from $34,000 in 
the Middle Atlantic States to $54,000 in the mountain region, followed by 
$49,000 in the Pacific States. 

For store employees only, sales per full-time equivalent amounted to $48,900, 
or 2 percent above 1957. 

When part-timers are omitted, sales per full-time employee amounted to 
$52,300, sales per full-time store employee to $64,800. 

Sales per man-hour also increased again. In 1958, typical sales per man-hour 
were $22.97, compared to $21.66 a year earlier. The middle half of the com- 
panies attained sales per man-hour between $19.94 and $26.06." 

Sales per square foot and sale per transaction were below a year ago. 

Typical sales per square foot of selling area were $3.71 a week, compared 
to $3.77 in 1957 and $3.95 in 1956. The middle half of the companies reported 
sales per square foot between $2.84 and $4.76. By comparison, new super- 
markets opened in 1958 averaged $2.63 a week per square foot of selling area.’ 





2 These figures, from the SMI Figure Exchange, are based on all store employees, includ- 
ing managers, part-timers, store bookkeepers, janitors, ete. 
* As reported in “Facts About New Super Markets Opened in 1958.” 
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The typical sale per customer transaction amounted to $4.58, with the middle 
half of the companies between $3.88 and $5.48. In 1957 typical sale per trans- 
action was reported at $4.73. 

Both average sale per customer transaction and sales per square foot continue 
to be highest in the northern regions, lower in the South and West. 


SUPERMARKET PERSON NEL 


It is estimated that all the SMI members combined provide employment for 
about 330,000 people, including part-timers, an increase of 15,000 over a year 
ago. 

“Fully 87 percent of these people work in the stores, the largest proportion 
in the 8 years for which such data have been compiled. The percentage of non- 
store employees increases with the company size—from 3 percent in the smallest 
companies (with sales up to $2 million) to 15 percent in the largest companies 
(with sales above $100 million). 

Previous reports have pointed out a trend to more part-time help in the 
stores. A year ago, part-timers made up 43 percent of all store personnel, a 
new record high. 

This year’s survey discloses a reversal of this trend, as now only 40 percent 
of all store employees work on a part-time basis. 

The number of part-timers outside the stores also declined. Only 2 percent 
of all office, warehouse, transportation, production, and other nonstore personnel 
are employed part time. 

For the first time in this study, less than one-third (33 percent of all full-time 
store employees are women. A year ago, women made up 36 percent of the 
full-time store working force. 


FORMAL TRAINING COURSES 


The subject of training courses for store employees was last investigated in 
1955. (The inquiry was concerned only with formal training courses, not on- 
the-job training. ) 

This year’s findings are remarkably similar. 

While every company, of course, must provide some sort of training or job 
instructions, only 34 percent give formal training to at least some of their store 
personnel. 

Checkers receive formal training in 30 percent of the companies, baggers in 
18 percent, meat and produce personnel in 17 percent, store managers in 16 
percent, and grocery clerks in 14 percent. 

The majority of courses are for new employees, but a sizable proportion are 
for old employees, particularly in the case of store managers, meat and produce 
personnel. 

Some 15 percent of the companies have a formal training program for store 
manager candidates. 

Other training programs mentioned by members include courses for assistant 
managers, department heads, dairy department personnel, courtesy booth at- 
tendants, and cash office clerks. 

Most of the training zourses are conducted by own company personnel, but 
many members (especially smaller operators) are taking advantage of courses 
offered by manufacturers, wholesalers, retailer-owned cooperatives, trade groups, 
and State and local educational facilities. Some members retain personnel 
consultants, and a number arrange to have key store personnel attend human 
relations courses given by a college or a commercial organization. 

In general, the larger companies take a more formalized approach to training 
their employees. 

OVERALL STORE MANAGERS 


The 1957 annual study showed a strong trend to overall store managers. 

Two years ago, 67 percent of the supermarkets had an overall manager (over 
the managers of the grocery, meat, and other departments). 

Currently, 69 percent of the SMI member supermarkets have an overall store 
manager. 

The organizational arrangement of a general store manager assisted by vari- 
ous department heads is most prevalent among one-market operators, where the 
owner runs the store himself, and among the largest companies, where the lines 
of communications are longest. 
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INCREASING THE PRODUCTIVITY OF STORE EMPLOYEES 


With wage rates and other operating expenses continuing upward and with 
competitive pressures growing more intense, it seemed appropriate to ask the 
SMI members: 

“What is the one most significant thing your company is now doing to increase 
employee productivity at the store level?” 

As might be expected, many different answers were received in response to 
this rather broad question. 

Analysis of the replies is most revealing. 

Only a very small percentage dealt primarily with physical facilities, such as 
remodeling, installation of new equipment, mechanization, more efficient work- 
flow and store layout. Presumably, most of the operators feel that their physi- 
eal facilities are already adequate or that other avenues are more promising 
in the quest for higher productivity. 

Several members mentioned such specific operating innovations for their 
company as night stocking and improved price marking. 

The great majority of the replies, close to 90 percent, refer directly to people. 

Together, they add up to a comprehensive program of attracting, selecting, 
training, developing, informing, organizing, scheduling, supervising, rating, mo- 
tivating, and inspiring people—as well as providing good wages and working 
conditions, financial incentives of many types, employee benefits, opportunity for 
advancement, a sense of importance and dignity, personal attention and counsel- 
ing, and a general atmosphere of good human relations—a program to build 
skills, morale, enthusiasm, team spirit, understanding, cooperation, and the will 
to do—a program to enable and encourage each individual to perform at his 
full potential. 

Or, in the words of the theme of this convention, a program to harness the 
power of people. 


Tue SuPER MARKET INDUSTRY SPEAKS—1959 (Part IT) 


By Curt Kornblau, director of research, Super Market Institute, presented at 


the 22d Annual Convention of Super Market Institute, Atlantic City, N.J., 
May 27, 1959 


This is part II of the 11th annual, “The Super Market Industry Speaks” based 
on information supplied by 331 SMI member companies with a combined annual 
sales volume of about $614 billion in 1958. 


THE IDEAL SIZE SUPERMARKET 


On three previous occasions, the SMI members reported what they consider 
the ideal size supermarket for their company—the size they would build under 
circumstances entirely favorable to their requirements. It was pointed out 
that, while operators may not actually build their ideal size store, their thinking 
does reflect the trends of the industry.” 

Operators were first asked the question in 1949, and again in 1953 and 1956. 
Each time the question was repeated, the members expressed their need for a 
much larger supermarket. 

This year’s study again recorded the thinking of the members regarding ideal 
store size. The members stated the number of square feet their ideal super- 
market would have in selling area, backroom, basement, and parking area. 

Today’s model supermarket is somewhat larger than the 1956 model, but the 
rate of increase has slowed down considerably. 

The composite ideal size supermarket of 1959 has a selling area of 13,300 
square feet and a nonselling area (including backroom, basement, and mez- 
zanine) of 7,300 square feet, for a total of 20,600 square feet. On the average, 
it has a main floor area (that is exclusive of basement and mezzanine) of 18,600 
square feet. 

Three out of five operators (61 percent would build their ideal supermarket 
without a basement or mezzanine. Some 23 percent would put in a basement 
and 21 percent a mezzanine (5 percent both a basement and a mezzanine). 
These findings closely parallel those of the 1956 survey. 


1 New units constructed by the SMI members come very close to the ideal size reported 
in this study. See “Facts About New Super Markets,” published annually by Super 
Market Institute. 
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The 1959 ideal size super devotes a greater proportion of its total space to 
selling area, 65-70 percent in one-floor stores and 59 percent in supermarkets 
with basement and/or mezzanine. 

Operators in the Pacifie region still favor the biggest stores, both in terms of 
selling area and total store area. Basements are preferred by nearly half of 
the companies in Canada and two out of five in the Middle Atlantic States; very 
few want a basement in the western and southern regions. 

As previously, the larger companies generally like bigger stores. 

The ideal size supermarket has a parking lot of 66,500 square feet—a ratio of 
5 to 1 for selling area, 3.6 for main floor area, and 3.2 to 1 for total store area. 


ALLOCATION OF SELLING SPACE 


The members were also asked to state what proportion of the selling area 
their ideal size supermarket would devote to five major departments (meat, 
produce, dairy, nonfoods, and grocery and other) and to customer service area 
(checkout, courtesy counter, office, kiddie corner, etc.). 

The figures which follow are based on the total number of square feet of 
selling area occupied by each department, including aisles as well as display 
fixtures. 

On the average, 86 percent of the selling area in the ideal supermarket is de- 
voted to merchandise and 14 percent to customer service (as defined above). 

The meat department accounts for 13 percent of the selling area, produce for 
12 percent, nonfoods for 9 percent, dairy for 5 percent, and the grocery and other 
department for 47 percent. 

Operators in the eastern part of the country would assign relatively more 
space to the meat and dairy departments, operators in the western regions to 
the nonfood and grocery and other departments. 

Ideal space allocation to the nonfood department varies from an average of 
7 percent in Canada to 11 percent in the mountain and Pacific regions. 

By company size, larger companies generally would allot more space to the 
customer service area and to the nonfood department, smaller companies to 
the meat and dairy departments. 


NONFOOD LINES 


A number of nonfood lines made their way into more supermarkets in the 
past year. 

Virtually all supermarkets (99 percent) carry health and beauty aids. 

Housewares and women’s hosiery are also carried by better than 9 out of 10 
supermarkets—they are handled regularly by 93 percent and 91 percent of 
the supers, respectively. 

A general line of magazines, stationery, and pet supplies (other than dog 
and cat food) are found in over three out of four supers. 

Other nonfood lines handled on a regular basis by more than half of the 
supermarkets include children’s books, toys, baby needs (other than baby food), 
phonograph records, glassware, men’s and children’s socks, notions and sun- 
dries, garden supplies, and hardware. 

Underwear, other soft goods, photographic supplies, and greeting cards are 
carried by over one-third of the supers, electrical appliances by one out of eight 
supers. 

Compared to last year, the most striking gains in the number of supermarkets 
stocking the line were made by women’s hosiery, magazines, pet supplies, no- 
tions and sundries, and other soft goods. 

The average supermarket now carries 13 of these 21 nonfood lines, as against 
12 a year ago. 

As they. have done throughout the 11 years of this study, operators in the 
western regions still handle more nonfood lines than those in other parts of 
the country. The number of lines per supermarket ranges from 8 in the South- 
east to 17 in the West South Central region. 

By company size, there is relatively little difference in the number of lines 
stocked per supermarket. 

In addition to these 21 classifications, many other types of merchandise lines 
were mentioned by some operators—from shoes to furniture, from jewelry to 
sporting goods, from auto accessories to pharmacy departments, from a full line 
of cosmetics to luggage, as well as service departments such as watch repair, gas 
station, shoe repair, and dry cleaning. 
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Nonfoods are a separate department in 30 percent of the supermarkets, with 
at least one full-time employee in charge. 

As might be expected, this arrangement is most common where super markets 
handle a large number of nonfood lines and enjoy a relatively high share of non- 
food sales to total sales. 

By region, separate nonfood departments are found in about three-fourths of 
the supermarkets in the West South Central States, one-half in the Middle 
Atlantic region and Canada, and one-third of the supers in the Pacific region. 

By company size, the largest companies (with sales above $100 million) are 
the strongest believers in separate nonfood departments, as defined above—3sd 
percent of their supermarkets are so organized. 

A year ago, nonfoods were organized as a separate department in 27 percent 
of the supermarkets. 

With the increasing attention operators have been giving to nonfoods in recent 
years, What has been the trend in nonfood sales? 

The members again reported approximately what percentage of total sales 
the nonfood lines represent (not including items commonly carried in the grocery 
department, such as cigarettes, soap, paper goods, and matches). 

Analysis of companies which provided data for both years 1957 and 1958 
shows that 46 percent of the operators increased the proportion of nonfood 
sales to total sales; 48 percent had a lower share, and 6 percent the same in both 
years. 

The typical percentage of nonfood sales remained at 5 percent of total sales, 
the same as in 1957. ‘Two years ago, typical performance likewise was 5 per- 
cent. 

In other words, nonfood sales have been rising no faster than food sales. 

The highest nonfood sales, in relation to total sales, were reported by opera- 
tors in the west south central and mountain regions and by companies with 
sales above $50 million. 

In 1958, the middle half of the companies achieved nonfood sales between 3.2 
and 7 percent of total sales, as against a range of 3 to 8 percent in 1957 and 3 toG.4 
percent in 1956. 

in 1954, when members were first asked for this information, nonfoods averaged 
3.5 percent of total sales, with the middle range from 2 to 7 percent. 


FROZEN FOODS 


Frozen food sales (including frozen meat and fish, not including ice cream) 
averaged 4.3 percent of total sales in 1958, compared to 4 percent in 1956 and 3.5 
percent in 1954. 

The middle half of the companies reported frozen food sales from 3.5 to 5.3 
percent of total sales. 

By company size, typical frozen food share of total sales was highest in the 
$50 to $100 million group (4.8 percent). 

By region, frozen food sales varied from 3.5 percent of total sales in Canada 
and the Southeast to 5.3 percent in the Middle Atlantic States. 


BAKERY AND DELICATESSEN DEPARTMENTS 


This year’s survey investigated the status of bakery and delicatessen depart- 
ments in supermarkets. 

Members were asked to give the number of supermarkets which include a 
complete bakery department (that is, more than just a baked goods section) 
or an extensive delicatessen department. 

Complete bakery departments (“complete” in the judgment of the member) 
may be found in 38 percent of the supermarkets. Close to half of these depart- 
ments are operated by a concessionaire. 

In 12 percent of all the departments, baking is done on the premises. 

Central bakeries, ranking in scope from just bread to a wide variety of baked 
goods, are operated by 12 percent of the members. These companies account for 
43 percent of all the supers with complete bakery departments. 

Over half of the departments (58 percent) are fully self-service, 28 percent on 
a service basis, and 19 percent are partially self-service. 

Complete bakery departments are most common in the West North Central re- 
gion (where they are included in 73 percent of the supermarkets) (and in the 
Pacific area (61 percent of the supers). 

“Extensive” delicatessen departments (again, according to the judgment of 
the respondent) were reported for 27 percent of the supermarkets. 
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In the Pacific region, fully 64 percent of the supermarkets feature an exten- 
sive delicatessen department ; in the mountain and West South Central areas, 40 
percent. Very few supermarkets in Canada and the East North Central States 
have a sizable delicatessen department. 

Most of these departments (75 percent) are completely service, 19 percent are 
ona service basis, and 6 percent are semi-self-service. 


SELF-SERVICE 


The extent of self-service in bakery and delicatessen departments has already 
been reported. 

Hivery supermarket, of course, has the grocery department fully self-service. 

The meat department is now completely self-service in 88 percent of the super- 
markets, with most of the remainder semi-self-service. Only 2 percent of the 
meat departments are still operated on a complete service basis. 

Some 61 percent of the produce departments are fully self-service, the other 
39 percent partially self-service. 

Complete self-service in the produce department is most firmly established 
(in over 90 percent of the supermarkets) in the western regions and in New 
England. By contrast, only 21 percent of the supers in the Middle Atlantic re- 
gion have the produce department on a full self-service basis. 

All four major departments (grocery, meat, produce, and dairy) are com- 
pletely self-service in 57 percent of the supermarkets. With three of the four 
departments now preponderantly self-service, the method used in the produce 


department tends to determine whether a store is fully self-service in all major 
departments. 









































PREPACKAGING OF PERISHABLES 





Fresh meats are prepackaged on the premises in 96 percent of the supermar- 
kets, cheese in 67 percent, fresh fruits and vegetables in 55 percent, and meat cold 
cuts in 54 percent. 


The percentage of supermarkets which prepackage fresh meat is the highest 
recorded to date. 

The other three categories, however, are now being prepackaged in fewer 
stores than previously—refiecting the increase in prepackaging by suppliers and 
more central prepackaging by the operators. 

Practically all SMI members (99 percent) do some prepackaging in their 
supermarkets—well over half (56 percent) prepackage all four of these lines, 
and another (30 percent) prepackage three lines. 

One out of every six companies (17 percent) do some central prepackaging— 
11 percent for produce, 10 percent for cheese, and 6 percent for cold cuts. These 
are generally the larger operators: for example, the 10 percent of the companies 
which prepackage cheese centrally operate 36 percent of all the SMI member 
supermarkets. 


Not a single operator in this study prepackages fresh meat in a central 
location. 





FOOD PROCESSING BY SUPERMARKET OPERATORS 


As has been shown, just about every company does some prepackaging at the 
Store level, and 17 percent do some central prepackaging. 

In addition, the SMI members perform many other processing functions. 

Nearly one out of four companies (24 percent) cook prepared delicatessen, 15 
percent ripen bananas, 15 percent candle and grade eggs, 12 percent operate a 
central bakery, 6 percent smoke or cure meat, 5 percent manufacture ice cream, 4 
percent roast coffee, and 2 percent prepare frozen foods.” 

These companies include many of the larger members, so that the percentage 
of supermarkets involved is considerably greater. 

This survey did not inquire into any food processing for consumption on the 
premises. 

Supermarket operators continue to vie with each other to make shopping 
easier and more pleasant. Yesterday’s “frill” in customer facilities and services 
tends to become today’s “necessity.” 

Virtually all supermarkets (99 percent) cash checks for their customers. 

The comforts of air-conditioning are now provided by 92 percent of the super- 
markets, as against 81 percent in 1955. 


Musie for added shopping pleasure is furnished by 79 percent of the supers. 
as against 56 percent in 1955. 
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Express checkout lanes are used by 61 percent of the supermarkets, compared 
to only 44 percent in 1956. 

Restrooms for customers are found in 31 percent of the supers, as against 21 
percent in 1955. 

Parcel pickup stations are provided by 28 percent of the supermarkets, com- 
pared to 22 percent in 1956. 

Kiddie corners are now found in fewer supermarkets, 12 percent, as against 
20 percent in 1955. 

Home delivery service is also available in fewer supermarkets today, 10 per- 
cent, less than half the percentage which offered this service 3 years ago (21 
percent). In most cases, the delivering is done by outsiders and customers pay 
for this convenience. 

A few supermarkets, 3 percent, extend credit to some of their customers. 

Since cash-and-carry was one of the salient features of the early supermarket, 
it is interesting to note that some supermarkets still give delivery and credit 
service. 

By company size, larger organizations lead the way in furnishing express 
checkouts, parcel pickup stations and air conditioning. Smaller companies are 
more likely to provide music, restrooms, delivery and credit. 

There are also considerable regional differences in the availability of these 
customer services. ; 

Many members mentioned a long list of other services. Cited most fre- 
quently were the sale of money orders, payment of utility bills, postage stamps, 
community bulletin board and recipe racks. 

A number of supermarkets contain postal stations, employ a hostess or home 
economist, give free coffee, and make available free local telephone service, 
space for bake sales and taxi rides. 

More unusual services include the following: umbrella escort to and from 
the car in case of rain, free want ads in handbills, indoor parking, loan of 
special carts for wheeling groceries home, 24-hours-a-day service, loan of huge 
coffee percolators, and a large auditorium for community functions. 


TRADING STAMPS 


As of the time of this survey, trading stamps are offered in 67 percent of 


the SMI member supermarkets, compared to only 58 percent a year ago. 

This growth is due primarily to three factors: companies with stamps are 
giving them in more of their stores, stamp users added more supermarkets 
than nonusers in the past year, and stamps have spread to Canada. 

Less than half of the companies (48 percent) offer trading stamps to their 
customers, about the same proportion as a year ago (47 percent). Relatively 
few companies introduced stamps in 1958, and these were just about counter- 
balanced by the companies which dropped stamps during the year. 

Trading stamps are most prevalent among companies with sales between $25 
million and $50 million—82 percent of all the supermarkets in this group give 
stamps. Among the largest operators, with sales above $100 million, 75 percent 
of the supers have stamps. In companies with sales below $10 million, only 
42 percent of the supermarkets use this promotional device. 

Stamp plans continue strongest in the Mountain and Middle Atlantie regions— 
better than 9 out of 10 supermarkets in these areas offer stamps. By contrast, 
less than half of the supers in Canada, the West South Central and Pacific 
regions give stamps. 

Multiple stamp days are increasing somewhat. 

Some 15 percent of all the supermarkets which give stamps have multiple 
stamp days, usually 1 day a week. A year ago, only 11 percent had multiple 
stamp days. 

So far at least, the practice of offering multiple stamps is confined mainly to 
smaller and medium sized operators. This type of promotion is very common 
in the West South Central region and fairly widespread in the Mountain 
States—it is used by 90 percent and 50 percent, respectively, of the stamp giving 
supermarkets in those areas. 

In 1958, stamp users obtained about the same sales gains over 1957 as com- 
panies not giving stamps—both for the entire operation and for the “same, iden- 
tical stores.” 

Similarly, average sale per customer transaction was virtually the same for 
stamp users and nonstamp users. . 
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OTHER REGULAR PREMIUM PLANS 


Regular, continuous premium plans other than trading stamps (such as tape 
plans or premium certificate plans) are found in 8 percent of the supermarkets— 
the smallest proportion since information on this subject was first obtained in 
1954. 

Such premium plans continue to be most prevalent among smaller operators 
and in Canada and New England. 


GROWTH OF SUPERMARKET INSTITUTE 


As of May 1959, Super Market Institute represents 744 companies operating 
a total of 11,388 stores, including 6,553 million-dollar-or-more supermarkets.’ 

The SMI members had a combined annual sales volume of $13,433 million in 
1958. 

Super Market Institute is made up of companies of all sizes, ranging from 
one store to hundreds of stores. Their common interest is the supermarket 
method of mass merchandising. 

The stores represented in the Institute comprise about 31%, percent of all 
grocery stores in the United States—and accounted for over 27 percent of all 
U.S. grocery store sales in 1958. 

SMI members in Canada accounted for over 35 percent of grocery store sales 
in their country. 

The composition of the SMI membership is about the same as it has been 
throughout the 11 years of this survey—26 percent operate a single store, 35 
percent between two and five stores, and 29 percent operate six units or more. 

As might be expected, the larger companies achieved a relatively large pro- 
portion of the total SMI member sales. 

The members of Super Market Institute operate stores in every State of the 
United States of America and in every Province of Canada, in the District of 
Columbia, Puerto Rico, and in Belgium, Bermuda, Colombia, Cuba, England, 
Germany, Mexico, Trinidad, and the Union of South Africa. 





THE POWER OF PEOPLE 


Presidential message by Henry J. Eavey, president, Super Market Institute at 
President’s Dinner, May 24, 1959 


This year, we face a new kind of problem. It is perhaps not a unique problem, 
for it is a problem of a maturing industry. On all sides, we face more and more 
competition. In the early days of our industry, when a supermarket opened, 
it opened in virgin territory. Our competition was largely outmoded stores, 
or stores with high margins. We brought to the consumer exciting new Sself- 
service techniques, startling low prices, dramatic merchandising. Looking back 
on it, it seems that success came almost too easily. 

Sut with recent years, with the constant pressure of rising costs, the need 
for volume has been paramount. Only 2 years ago, SMI’s authoritative study 
of new supermarkets revealed that for each new supermarket opened, another 
was there ready to compete. And only a few months ago the 1958 study, re 
vealed at Hollywood Beach, showed that for each new supermarket opened, 
there were now four supermarkets competing with it. 

And along with that fact came the sobering news that for the first time in our 
history, the volume of new supermarkets declined over the average of a year ago. 

It has become starkly clear that if the supermarket is to continue to progress, 
we must break through to new highs in productivity—we must seek dramatic 
new means to move to new higher plateaus of volume and efficiency. 

At Hollywood Beach, I told your directors that when we look at super- 
markets today, we see that for all practical purposes, they are marked by 
sameness. They are all big and beautiful all have gorgeous and colorful in- 
teriors, all have virtually the same products and the same prices. Indeed, we 
are all too conscious that all seem to have the same advertising. I proposed 
to the directors and they agreed, that Super Market Institute should undertake a 


2At the time this survey was conducted, SMI membership consisted of 734 companies, 
operating 9,178 stores with combined sales of $11,220 million. 
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broad study of the nonfoods and perishable departments to seek ways to step 
up productivity and appeal. This study, being carried on by the industrial 
design organization of the Raymond Loewy Corp. is to look into every phase 
of these operations—lines, fixtures, merchandising, to seek new and better ways 
to sell our goods. 

I need not point out to you that so far reaching a study costs many tens of 
thousands of dollars. It was undertaken with the knowledge that while no 
one member could afford so large a study, each and every one could benefit from 
its results. The study—and the light which it produces on our most important 
merchandising problems will be made public at our mid-year top management 
meeting in January at Miami. 

3ut while we can send many of our problems to the laboratory for study, 
there are many more pressing problems that we must face day by day. And 
the fight for greater and greater productivity is a day-to-day problem. 

As Bill Reilly has said: “The future when it comes is just like the present. 
The present is all you have—and the opportunity of the present is worth more 
than the success of the past and the promise of the future.” 

It is the present—its challenges, its opportunities, its mystery—that will oc- 
cupy us for the next few days. 

What is the real challenge that faces the supermarket industry today? 

There are many challenges: the challenge to continue the fight for lower 
prices, for better quality ; there is the challenge to provide better management— 
and thereby raise both profit and productivity; there is the challenge to seek 
greater cooperation from suppliers; there is the ever present challenge to better 
the lot of American farmers. These are all challenges. 

There are even the false challenges—the tempting challenges to take the easy 
path to the solution of our problems—the temptation to let George solve our 
problems, whether George be another operator, or a manufacturer, or even the 
Government. 

Now the Government, rightly, should always protect the public interest from 
unfair or predatory activities, but the recent attacks on some large food dis- 
tributors do not in my opinion fall in that category. 

For example, we are told by the Government that what troubles our industry 
is concentration of power in the hands of the very few big chains. Now this is 
a very beguiling point of view. For what they are really saying is: “Let us 
alone and we will solve the problem of concentration for you. We will break 
up the power of the larger chain.” 

There’s only one problem with this point of view. If we permit the Govern- 
ment to break up the large chain, what’s to prevent them from breaking up the 
small chain? What’s to prevent them from saying that in any one community, 
this or that retailer isn’t too large? 

“What’s more, if the Government may say what’s good or bad competition, 
where does its say end? For example, I happen to. personally heartily dislike 
trading stamps. And what’s to prevent the Government from saying that trad- 
ing stamps, or dolls or even lollipops aren’t too much concentrated power? As 
I say, I hate trading stamps. I hate anything that makes possible the creation 
of powerful organizations which through sheer force of swollen dollar treasuries 
might exert unhealthy and even predatory effects on the entire economy. But 
even though I hate trading stamps, I would fight to the death for any retailer’s 
right to use them or any other legitimate promotional device. 

No, I think the time has come for us as an industry to recognize that the 
Government’s present action against National Tea, Kroger, or any other food 
company like them, is an action against every man in our industry, small or 
large. 

So, amid all the challenges—real and false—what’s the basic challenge that 
faces our industry ? 

I think it’s clear—it’s to end the deadly sameness that infects the industry 
like a plague—to create once more the pulsing excitment, the startling newness 
that is the very heart of the supermarket. 

And how can we do it? 

Well, let’s ask the question another way: If the building’s the same, if the 
fixtures are the same, if the design’s the same—what is the one thing that your 
supermarket has that no other supermarket has? The answer is simple: Only 
your supermarket has your people in it. 

Because that’s true—because the real challenge to the supermarket industry 
is people and how to make them better—we have boldly called this convention: 
“The Big Idea Exchange.” We have boldly set out to discover together how to 
harness the power of people and ideas. 
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Oniy the other day, Richard Cardinal Cushing of Boston said: “Our genera. 
tion has produced power beyond the dreams and imagination of our fore- 
fathers * * *. We should remember that all of this power must be measured 
puny beside the potent possibilities of a single idea.” And he added this vital 
directive: “The significant battles of the day will be fought in ‘the empires of 
the mind.’ ” 

If we, too, are to win the significant battles of the day, we must win in the 
“empires of the mind.” 

If we who have been entrusted with the most efficient tool for better living 
ever invented, seek new efficiency, new highs in service to the consumer, we 
must learn how to harness people and ideas to greater progress. 

Now, it is axiomatic that as we think, so we act. If we want to make our 
supermarkets different, if we want distinctive personalities, we must think 
differently. Over the past decade or so, for example, we have slipped or been 
pushed into a dangerous and insidious view of ourselves. We have become not 
supermarket operators—but something called food distributors. 

We have begun to think of ourselves as materials handling men. We have 
begun to think of our markets as chromium distribution points on a vast con- 
veyor belt from farm to table, a belt that moves to the impersonal hum of the 
IBM machine. 

If we think of ourselves as “food distributors,” isn’t it inevitable that today’s 
supermarket must be nothing more than a vast impersonal, sterile marketing 
machine? Isn’t it inevitable that our employees then become mere cogs in the 
machine and that food is nothing more than mere tons of merchandise that keeps 
pouring out of the machine? 

Now it may be a good machine, even a superb machine. But I think you'll 
agree with me that there may be a lot of cases on record where the housewife 
has fallen in love with the iceman, but there’s no record of a single case where 
she ever made love to a refrigerator. 

I think the time has come to remind. ourselves over and over again of the 
big need of our times: “Ladies and gentlemen, let’s be merchants again.” 

Let’s get some of the fun and flavor back into the food store; let’s get some 
of the excitement of selling. 

Let’s get the love of food back into the business. We're selling more than 
cellophane wrapped packages. We're selling nutrition, and warmly emotional 
experiences around a dinner table; we're selling the color and stuff of life: 
we're selling the rich brown earth and the teeming orchards; and the rich ripe 
fields of grain, and the cold of the sea and the warmth of the Tropics. We're 
selling children’s health and happy homes; we’re selling the richest harvest 
that God has ever given a nation. 

We're merchants of the most memorable words in our language—‘flavor,” 
and “luscious,’—‘tangy” and “tart,” “spice,” and “savor’’; we're selling the 
eolor of life; the rich reds and deep green, the golden yellows, and the flaky 
browns. On our shelves lie the wealth of emperors at prices that the poorest 
count small. This is our business as merchants of food. 

And if we are merchants of food, and not merely food distributors, how simple 
then becomes our job with our people. 

Because if we are to harness the power of people, we must find the words, 
the vision, the spark that will fire their imagination. 

The most exciting dimension in our industry is not a square foot of selling 
space. It is not the illimitable miles of the outer universe—93 million miles 
to the sun or 1,800 light years to Arcturus. No, the most exciting dimension in 
the world is the few inches from your lips to another person’s ear. 

If you can conquer that space, nothing is impossible to you. If you can com- 
municate your excitement, your enthusiasm, you can send into orbit a new and 
exciting mind. 

Harry Emerson Fosdick puts it this way: “Primarily democracy is the con- 
viection that there are extraordinary possibilities in ordinary people, and that if 
we throw wide the doors of opportunity so that all boys and girls can bring out 
the hest that is in them, we wil! get amazing results from unlikely sources.” 

I believe that we, as merchants, have some primary responsibilities toward 
the young people that we attract to our industry. 

I believe that we must pass along to them our own love of food, our con- 
viction that the selling of food is important; our conviction that there never 
has been a time when food couldn’t be sold cheaper, better, and more efficiently. 

I believe that we must teach the dignity of work for its own sake; for its 
power to make a man rich with purpose. 
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I believe we must teach them the significance of their own personalities; 
of the satisfaction that comes from a job well and completely done. 

I believe we must teach them of the riches that lie in their own minds; of 
their need to improve themselves and their surroundings. 

I believe most of all that we must give them a love of challenge—teach them 
the rich satisfaction of solving a problem; of bending their mind and back to 
make things better. 

I believe that we must make them aware of the infinite capacity of man to 
improve himself and those about him. 

In the early days of our country, there were always those pioneers who for- 
sook the cities to push farther and farther west. But one day, they reached 
tbe ocean. And from the weaker souls among them there came the complaints: 
“The day of the pioneer is over.” ‘“There’s no place further to go.” 

We, tvo, as pioneers have reached the apparent end of our frontiers 
“There’s no place to go,” say some of the weak ones as they always have. 

But there will always be those among us who have the richest gift that 
nature ever gave to man—the gift of a sense of adventure. It is the gift that 
makes today exciting, and tomorrow breathtaking. 

It is a gift that enables us to see difficulty as only another name for oppor- 
tunity. It is the gift that enables us, when confronted with an obstacle, to let 
our mind take wings and seek new and unchartered paths. 

The supermarket industry has had this gift in abundance. Whether it was 
a Mike Cullen, who forged a new idea and gambled his all to prove it; whether 
it was a Sam Cooke who saw new and wonderful worlds of fruits and flowers 
and color; or a Joe Weingarten or a Sidney Rabb—a Sam Steinberg or a 
Wayne Brown—all had the gift of adventure in high measure. And their 
lives—and the lives of millions around them are the brighter for it. 

Today, we must cultivate this gift of adventures in ourselves, and those who 
share with us the most exciting business in the world. 

We must dare to question; we must dare to be different; dare to be pioneers— 
we must even dare to be wrong—and when we discover our errors, dare to 
admit that we are wrong. 

We can make only one irretrievable mistake—the mistake of being com- 
placent; the mistake of being smug—the mistake of being satisfied with our- 
selves and our accomplishments. és 

But if we can keep alive the spirit of adventure; if we can fan the flame 
of daring in our young people; if we can stir up the fires of discontent in hearts 
and minds, we can (with God’s help) scale heights and achievements beyond 
the present most daring dreams of any of us. We can really make certain: 
“that there may be more for all.” 


Mr. Grnssurc. Within the limits of my qualifications, and they 
are limited, I offer myself for questioning, Mr. Chairman. 

Mr. Roosevettr. Mr. Ginsburg, we want to thank you for bringing 
these matters to our attention. I think it is obvious the committee will 
want to study all of them rather carefully. 

You mentioned a couple of things which, perhaps, you may not 
want to or feel qualified to discuss. If you do, you will be of help to 
us. 

For instance, in the chapter entitled “Allocation of Selling Space,” 
do you deal with that on the basis of particular items or in what way 
do you deal with it ? 

Mr. Ginspure. I will refer to the relevant provision of Mr. Korn- 
blau’s report. I think, perhaps, it would be simplest if I ran through 
the substance of his comments. 

Mr. Kornblau states that the members were asked to indicate what 
proportion of the selling area their ideal sized supermarket would de- 
vote to five major departments, meat, produce, dairy, nonfoods, and 
grocery, and other, and to customer service area, which is the check- 
out, the courtesy counter, the office, the kiddie corner, and so on. 

The figures which he provides are based on the total number of 
square feet of selling area, including <‘sles 1s well as “ispiay fixtures. 

43519—59—pt. 1—_—7 
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The answer to your question then is that the material we have is 
based not on particular items or by certain categories of items. Cer- 
tainly I would agree with Mr. Flint’s comments, as he appeared before 
you, that the SMI, like the National Association of Food Chains, 
would be unlikely, in any study, to attempt to advise where, on the 
shelves, particular items should be placed. I know that this has not 
been done. 

Mr. Roosrvetr. In other words, if we want information on those 
things we will have to go to individual members or companies rather 
than get it through the association ? 

Mr. Grxssurc. I am afraid that is right. I am not aware of any 
information that any association has sought to gather in these areas 
for the obvious reason that I think most of the associations would 
regard it as inappropriate for them. 

Mr. Roosrveir. In the matter of expansion which, I believe, was 
one of the subjects covered in the first report, what do you cover when 
you discuss expansion? Do you take into consideration the taking 
over of competitive enterprises when you expand, or specifically what 
do you cover? 

Mr. Grnssure. In his discussion of expansion in 1958, Mr. Korn- 
blau says that some 44 percent of the SMI members expanded during 
1958, about the same percentage as in the previous year. 

New supermarkets were opened by 33 percent of the companies, 
and 24 percent carried out major remodeling, that is, the conversion 
of an ordinary grocery store into a supermarket. 

The supermarkets added in 1958 represent 16 percent of all supers 
in operation at the end of the year. 

Six percent of the supermarkets were extensively renovated during 
the year. The great expansion activity took place in the Southeast 
and Middle Atlantic area. The West North Central area, which 
ranked first a year ago, had the lowest rate of expansion. 

The answer to your question, Mr. Chairman, therefore, is that his 
concern has been with the opening of new stores or with the conversion 
of grocery stores into supermarkets. He was not concerned in this 
report with the problem of takeovers of groups of stores by other 
groups. 

Mr. Roosrevett. Do you provide any service for your membership, 
for instance, if they were going into a certain area, giving them in- 
formation as to the present situation in that area, whether there are 
other chains in the area, how much the competition is between chain- 
stores and independents, and so forth? Do you provide any of that 
service to your members ? 

Mr. Gryssurc. No, Mr. Chairman. 

Beyond the information which is contained in this publication 
which you have, no such information is provided for the members. 
It is regarded as a company responsibility, each man on his own. 

Mr. Roosevett. Mr. MacIntyre? 

Mr. MacIntyre. I do not have any questions of Mr. Ginsburg. We 
did have questions for Mr. Parsons, the executive director, and Mr. 
Kornblau, who could not be here today, and we would, of course, re- 
serve those questions for them when they are here. 

Mr. Grnssurc. This is the viewpoint of the Super Market Institute. 
I think that the SMI, no less than this committee, would support and 
approve any devices, any procedures, which the retail food industry 
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could adopt which would lead to lower prices to consumers. Such 
an approach would reflect the basic position and objective of SMI. 

The founders of SMI are the men who pioneered the supermarket. 
They invented the idea and developed the idea; they are committed to 
lower prices—just as they are opposed to Federal fair trade. 

Mr. MacInryre. I have no questions of Mr. Ginsburg. 

I would like to make this observation from the material as included 
in the speech made by Mr. Kornblau or his report at their convention. 

As I understand it, he asked himself this question: What do we do 
when three or four supermarkets compete with each other in a single 
area? “We merge,” was the answer that he made to his own question. 

Perhaps it is that sort of action which the subcommittee would want 
to consider when Mr. Kornblau and Mr. Parsons are before the sub- 
committee later in this hearing. 

I have nothing more for Mr. Ginsburg. 

Mr. Roosevetr. I do not want to preclude you from making a com- 
ment on that if you want to, however. 

Mr. Ginssure. I would suggest that Mr. MacIntyre’s comment is 
not wholly in accord with what Mr. Eavey says, as I read his speech. 
I recommend that the members of the committee look at the exact 
text. 

Mr. MacInryre. Certainly. 

Mr. Avery. I would not certainly hold you responsible, Mr. Gins- 
burg, for these figures, but you undoubtedly were in the room when I 
was exchanging commentary with Mr. Flint, and my colleague from 
Missouri, Mr. Brown, volunteered some figures that reflected some 
light upon the matter we were discussing. I believe the figures were 
that 5 percent of the items sold by certain chainstores or by their 
representatives were not food items; and did not supply the figure 
that reflected about a 31 percent profit ? 

Mr. Brown. Markup. 

Mr. Avery. Well, markup or profit. 

Mr. Brown. Markup. 

Mr. Avery. It seems to me that presents a rather unique situation. 
Of course, there is a difference between markup and profit. But 5 
percent of $21 billion gross sales at a 31 percent markup, that would 
show a net profit, equal to the 1144 percent reported on the entire 
business of chainstores / 

Mr. Grncsura. I think the confusion arises out of the fact that the 
31 percent to which you refer applies to and is gross profit. This 
is not profit before taxes. This is gross profit, and from that profit 
must be deducted the expenses of operation. 

What the net profit before taxes may be on nonfood items is, I 
think, the figure in which you are interested. I will be happy to try 
to get it for you, but that fact is not before the committee so far 
as I am aware at the present time. 

Mr. Avery. If you could supply that figure I would be most in- 
terested in it, just to ascertain what percent of the total profit was 
reflected by nonfood items. 

Just one short question. In your commentary you mentioned sev- 
eral times your publication, “The Supermarket Speaks.” 

Has it revealed or does it reveal, shall I say, any policies so far as 
supermarkets are concerned regarding the ownership of real estate? 
Is there any prevailing policy there? 
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Mr. Grnssurc. There is nothing indicated by way of any policy; 
indeed, nothing in that report 

Mr. Avery. Is there a pattern; maybe “pattern” is a better word? 

Mr. Ginspure. Yes; I think there is information each year, year 
by year, over the last 10 or 11 years, as to what, in fact, has been done, 
what the supermarket operators are doing in this field. That infor- 
mation is available and, I think, is contained in the annual reports. 

Mr. Avery. Well, could you comment just briefly? Is it away from 
the ownership of real estate ¢ 

Mr. Ginssure. I am afraid I would not be qualified to comment on 
that. I think you will find it in the material which is submitted. 

I want to go back for a minute, if I may, to the matter of gross 
profit ratios and the net operating profit ratio, which is before taxes. 

I think this fact should be before the committee. We have these 
figures, contained in the material before you, for the years from 1954 
through 1958, and for each of those years the gross profit ratio runs 
as follows: 17.37 percent, 17.76 percent, 17.94 percent, 18.11 percent, 
and 18.12 percent; and the net operating profit ratio runs from 2.46, 
2.56, 2.13, 2.26, and 2.20 percent. 

I make the point simply that in 1954 the net before taxes was 2.46 
percent. 

Currently, in the last available year, 1958, the figures show net before 
taxes of 2.20 percent. 

Mr. Avery. Well, you say that is before taxes ? 

Mr. Grinspure. This is net before taxes. It is the critical figure, I 
think, that this committee should keep in mind. 

These are the profit figures for the supermarket industry. I am not 
talking about chains; I am not talking about the smaller owner stores. 


So far as supermarkets are concerned, these figures are authoritative 
and accurate. 


Mr. Avery. That is all. 

Mr. Roosevett. Mr. Brown ? 

Mr. Brown. Right on that point, Mr. Ginsburg, that is not exactly 
the whole story though, is it? I mean, every industry that ever 
existed, as it does more sales cuts a smaller market margin per dollar 
of sales, but makes more money in the total end result; isn’t that true? 

Mr. Ginspure. I wish it were true in other industries. I think it is 
true certainly in the food industry, I think that you would be hard-put 
to point out where that has been true in other industries, for example, 
in the steel industry. 

Mr. Brown. In the administered industries it is not true and has 
not been true in the last 5 or 6 years—maybe the last 10. But the nor- 
mal pattern of the free enterprise system is that you do more volume, 
you take smaller margin per dollar sale, but overall you make more 
money ; isn’t that true / 

Mr. Grnspurc. That is the way we believe it should be. 

Mr. Brown. That is the philosophy of the free enterprise system. 

Mr. Roosrvetr. Would the gentleman yield for cone question on 
that? 

Do you have figures which would show the amount of additional 
capital or increased capital assets that would have to go into the 
business to secure this increased volume of business, volume of sales? 

Mr. Ginspurc. There are figures in the material which Mr. Korn- 
blau has provided which show the increased investment year by year, 
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as a consequence, quite obviously, of the increasing size of the store 
and the additional facilities which are provided in the store. 

Mr. Roosevetr. It occurs to me the balance would be between in- 
vestment, sales, and profit. 

Mr. Ginspure. Exactly. 

Mr. Rooseverr. And if you take that triangle, you come out with 
some kind of a story. 

Mr. Ginspure. Yes. 

The profit figures that we have, that I have emphasized, are percent- 
ages of sales, and those percentages have gone down. 

Mr. Brown. All I am pointing out is that that is not the whole 
story. 

For instance, in Mr. Kornblau’s report, “The Supermarket Industry 
Speaks,” he shows that after taxes, 40 percent of the companies showed 
a ratio higher than a year ago. It is on page 11, and it continues, 
that 46 percent show lower, and 14 percent unchanged. 

Mr. Grnspura. Yes, I have that. 

Mr. Brown. The point I am making is that even with the lower 
operating profit ratio on dollar sales, some of the companies have still 
grown in profits, have they not ¢ 

Mr. Grinssurc. I am sure that some have grown in profits, just as 
you have indicated. But I am equally sure that, according to our 
own figures, the industry as a whole is getting a lesser return per 
dollar of sales this year than it did, say, 5 years ago; that is, this par- 
ticular industry. 

Mr. Brown. We will have to get the profit and loss statements of 
some of these companies, and their balance sheets and so forth, and 
then we will get a real picture on that. 

I am interested particularly in this report, just to highlight it for 
the record, the one statement which says that of the expansion of 
the new supermarkets added in 1958, fully 28 percent were obtained 
through purchase or merger, the biggest percentage in the 5 years 
for which data are available. 

Do you think that indicates a trend ? 

Mr. Grnspure. It is hard to speak of a trend in this industry, al- 
though I think there has no doubt been a relatively large number of 
mergers or acquisitions over the years; the kinds of considerations to 
which Mr. Flint, as I heard them here a few moments ago, are, I 
think, the kinds of considerations that are in fact in the minds of the 
owners. 

You have got to remember that these are or have been individually 
owned concerns. A single man organized the supermarkets and often 
developed a chain. That man is now getting on in years, often look- 
ing forward to the tax consequences at the time of his death, trying 
to organize his problems; in many cases these considerations impell 
him to sell out. 

Mr. Brown. Then, continuing in the report, I am interested, too, in 
this statement: 


In the grocery department 60 percent of the companies operated on a higher 
gross margin, while only 22 percent on a lower margin. 


That accounts, I suggest, Mr. Chairman, for some of this increase 
in the price of food, and the lower return to the farmer. 
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Mr. Grnspure. I think that the committee should note, however, 
that the gross profit ratio to which you refer was 18.11 percent in 1957, 
and it was 18.12 percent in 1958, so that the increase to which you 
refer represents one-one hundredth of 1 percentage point. 

Mr. Brown. That is in the overall industry picture, But still, when 
you break it down, 60 percent of the companies operated on a higher 
gross markup. 

Mr. Ginszure. I merely am directing the committee’s attention to 
the fact that one has to define what “higher” means, and the “higher” 
that we are talking about represents one one-hundredth of 1 per centage 
point. 

Mr. Brown. Well, that would not necessarily follow. We would 
have to get into the policies of these various companies. At least you 
thought 1 it was important enough that you highlighted it in the report. 

Mr. Grssvrc. These figures, I should point out, are figures which 
the association, SMI, h: as compiled now for 11 years. 

These are the materials in which the membership is interested, and 
these are the materials which are provided. They certainly had no 
relationship and were not prepared for purposes of hearings or any- 
thing other than the interest of the members themselves. 

Mr. Brown. Just one final question, Mr. Ginsburg. You have been 
associated with this industry and have been familiar with prices since 
the OPA days. Where do you think all this difference is going? 
Where do you think this difference between what the consumer is 
paying for food and what the farmers are getting, is going ? 

Mr. Gryssure. One of the central points always emphasized is the 
matter of the services provided in connection with the supply of 
food—actual costs, as the chairman indicated before—the costs of 
distribution. 

I am not sure that is a full answer, I doubt whether it is. I do know 
that the Federal Trade Commission has sought to make investigations 
in this area now many times. 

The Department of Agriculture is deeply involved in it. For some 
of the most authoritative views, the committee could have recourse 
to these Government sources. 

I know that the Federal Trade Commission is presently conducting 
an investigation into the food industry. The committee had circu- 
lated among hundreds of companies, a detailed questionnaire, largely 
dealing w ith matters in which the chairman has indicated interest— 
the matter of acquisitions and mergers, as well as the services being 
provided. 


I am afraid I would not regard myself as qualified to answer your 
question. 

I think there is an enormous quantity of material available now 
within the Federal Trade Commission and the Department of Agri- 
culture. I presume that the committee will have access to all of that 

material. 

Mr. Brown. Ten years ago the farmer got 80 percent of the con- 
summer’s egg dollar. Now he gets about 65 percent. You just 
do so much with a dozen eggs. I mean, they were graded then 
and they are graded now. They are pack aged pre actically the same 
way they were 10 years ago. 

What do you think accounts for that difference ? 
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Mr. Ginspure. I think the answer already given is probably—if 
a single answer has to be given—closest to the truth. That is, the 
farmers this year and in recent times have moved forward to increase 
their production in the poultry field and in the egg field to a point 
where they have exceeded the possibilities, not of sale at a particular 
price, because prices are dropping, but of sales at prices which the 
farmers would regard as profitable. 

Mr. Brown. It has not been passed on to the consumer. 

Mr. Grnspure. I think there has been some passing on. I could not 
describe to you or show you trend lines in terms of costs but the fig- 
ures being used here now, in connection with poultry, are about 44 
cents a pound. I wonder what the price was, say, 3 years ago or 
4 years ago? 

Mr. Brown. Well now, here is my point. Today if a farmer’s 
share is 30 cents—it is not, but if it were—then eggs ought to be 
selling for around 50 cents a dozen, at 65 percent. Well, 10 years 
ago they sold for 50 cents a dozen and the farmer got about 40 cents 
of the 50. In other words, there was a 10-cent spread in there. 

Today there is a 25-cent spread, and yet it is the same eggs and the 
same packaging and everything. 

Mr. Ginspure. I think all that one can do is to try to determine 
what costs have been received between the time the egg leaves the 
farmer and the time it reaches the consumer. We do know that there 
have been some increases in costs. Whether they warrant this rising 
disparity if, in fact, it has taken place, I simply am unable to say. 

Mr. Brown. That is all. 

Mr. Roosevetr. Mr. Ginsburg, I want to thank you very much for 
helping the committee, and we certainly appreciate your waiting this 
morning. 

Mr. Gryspvre. Thank you very much, Mr. Chairman. I say again 
Mr. Parsons and Mr. Kornblau will be very happy to appear or to 
provide informally any additional information they can. 

Mr. Roosrevetr. We will be in touch with you. The committee will 
stand in adjournment until 2 p.m., this afternoon. 

(Whereupon, at 12:10 p.m., the committee recessed, to reconvene 
at 2 p.m., of the same day.) 


AFTERNOON SESSION 


Mr. Roosevetr (presiding). The subcommittee will come to order, 
please. 

This afternoon the subcommittee has the pleasure of hearing from 
Mr. Donald P. Lloyd. He is past president of the Cooperative Food 
Distributors of America. Mr. Lloyd, will you come forward, sir? 
We are glad tosee you. I understand that you have information that 
will be helpful and that you have a prepared statement. You may 
give it first, if you would like to. 


STATEMENT OF DONALD P. LLOYD, REPRESENTING COOPERATIVE 
FOOD DISTRIBUTORS OF AMERICA 


Mr. Lioyp. My name is Donald P. Lloyd, I am manager of the 
Associated Food Stores, Inc., a retailer-owned wholesale company of 
Salt Lake City, Utah, and chairman of the executive committee of the 
Cooperative Food Distributors of America. 
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Cooperative Food Distributors of America is a trade association, 
representing approximately 27,000 small business retailers who sell 
direct to the public and have a $7 billion volume of business. These 
retailers are the sole owners of approximately 100 wholesale ware- 
houses or units, known as retailer-owned wholesale grocery companies. 
I happen to be the manager of one of those, as I have already said. 

That $7 billion is divided between 27,000 small business organiza- 
tions. 

Mr. MacIntyre. I would like to ask one question at that point, 
before you proceed. Locally, we have the District Grocery Stores, 
Inc. Is that one of the group in your organization? 

Mr. Luoyp. Yes, that is right, sir. 

Mr. MacIntyre. You have about 96 groups in your organization. 

Mr. Luoyp. Yes. 

Through our 96 wholesale houses we perform exactly the same 
functions as any wholesale grocery, with one exception. We are not 
in business to make a profit in our wholesaling functions. We are in 
business to get the benefit of mass purchasing power for our individual 
retailer members and the consuming public. 

Retail food and grocery stores of this country do a volume of about 
$50 billion a year. Nearly two-thirds of this volume is done by in- 
dividual store operators—those operating single stores or small chains. 
The other third—37 percent actually—is done by chainstores—op- 
erations that have 11 or more stores. We believe it is generally con- 
ceded that individual operators in our business have been able to hold 
their position largely nia of organizations like ours that have 
made it possible for relatively small stores to buy and sell on a com- 
petitive basis. To that extent there is today little, if any, discrimina- 
tion against small business in our industry. 

But there are other discriminatory factors facing individual opera- 
tors today over which the industry seems to have little or no control. 
We think there is justifiable cause for alarm among those who believe 
it is good for the country to preserve an opportunity and a means for 
individuals to grow as operators and to maintain their operations after 
they have grown. Right now there seems to be almost an epidemic 
of mergers and consolidations. We don’t condemn mergers and con- 
solidations per se. Some have a useful economic purpose. But too 
many are the result of conditions which, if corrected, would remove the 
cause of many mergers in our industry. I think there is, perhaps, a 
slight error in the typing, but these inequalities that I am speaking of 
are due to the inability of individuals to finance expanding opera- 
tions, and to get into desirable new store sites. And it is due, also, to a 
tax structure that encourages individuals to dispose of their holdings. 

There are, of course, other reasons, but these are the ones that have 
a bearing on the subject of our statement here today. These particu- 
lar conditions are not only the cause of mergers but of other factors 
which restrict the growth of and discourage individual enterprise in 
food and grocery distribution. These conditions have produced an 
economic climate that makes progress and sustenance increasingly 
difficult for small individual enterprise and increasingly favorable for 
the large. 

First among the conditions just mentioned is the inability of in- 
dividuals to obtain adequate financial assistance to meet the demands 
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of an expanding operation. Twenty years ago this was not a prob- 
lem. Then, merchants could go into business with a few thousand 
dollars and keep growing out of the earnings the business produced. 
Today it takes an investment of at least $250,000 to build, stock, equip, 
and provide the facilities needed by even a moder ately sized. super- 
market. And in our dynamic bulging economy the merchant faces 
the constant pressure for expansion, addition of new equipment and 
enlargement of inventory. Under our present tax structure it is difli- 
cult, if not impossible, for him to pay for needed expansion out of 
current earnings. This creates a financing problem in acquiring, 
building, and maintaining a business which the average individual 
operator is unable to solve. He needs long-term mortgage money. 
Banks are restricted in their ability to handle such loans. Insurance 
companies rarely make these kind of loans to small business for rea- 
sons that to them seem obvious. The Small Business Administration 
has made a minor dent on this problem, but obviously this is not the 
answer. ‘Today in this country there are thousands of small busi- 
nessmen facing this problem and, while they are trying desperately to 
maneuver themselves into a position to solve it, the large regional or 
national corporation, unrestricted by lack of capital, moves in either 
to take over the underfinanced small operator or to acquire nearby 
competitive sites on which to build the larger and better stores the 
small merchant has been unable to finance. 

Individual operators are proving every day throughout this coun- 
try that they can meet or beat the best merchandising and operating 
practices of the largest and most efficient chainstores. But they can’t 
get the capital often required to provide the kind of stores and facili- 
ties consumers demand in food distribution today. We think this is 
a problem that must be solved if we are to provide any practical help 
to small business, And here is a possible solution that would involve 
assistance from the Federal Government without expense. Under 
FHA the Federal Government has provided a secondary market, 
with guarantees, for home mortgages. With such a guaranteed mar- 
ket, banks and mortgage companies have been encouraged to make 
loans on homes, and this has resulted in the greatest homebuilding 
boom this country has ever seen. It has been a good thing for those 
who have wanted to build homes, for business, labor, and for the 
entire country. Besides that, it has cost the Government nothing. 
In fact, there has been a substantial net profit to the Government from 
this operation. We propose that a similar plan be instituted that will 
create a secondary market for mortgage loans made to small busi- 
ness operators. Banks and other financial institutions would then be 
encouraged to make loans to local business on a long-term basis, 
This will enable businessmen regardless of size to proceed with ex- 
pansion plans, to acquire new sites, provide the new improved facili- 
ties that are a part of modern food store distribution, and to pay the 
loans off on a long-term basis out of earnings. This would seem to 
be a very practical program through which the Government would 
be providing tangible assistance to the small businessman while using 
the lending ‘know-how and facilities of the Nation’s 14,000 banks and 
other financial institutions for making the loans. 

The second problem we wish to review concerns obvious inequalities 
in the acquisition of desirable leases for new stores. A recent trade 
paper editorial smugly commented that “somehow we find it hard 
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to look surprised when witnesses before the Senate subcommittee in- 
vestigating shopping center leases testified that landlords favored 
tenants with established credit rating and a longtime and widespread 
record of attracting customers.” Let there be no mistake about our 
position on this problem. We hold no brief for businessmen who lack 
fintncial integrity, nor for those who lack the ability to operate 
efficiently and successfully. But we maintain that the problem facing 
us today is too often one of discrimination against businessmen merely 
because they are small. We know from observation and from direct 
experience that good, reliable, successful individual operators with 
established local credit ratings and longtime records of attracting 
customers are denied access to many of the best store locations today 
because of the way in which the improvements on those locations are 
financed. We think this is an evil that can and should be corrected. 
It is, of course, understandable that insurance companies and other 
financial institutions that provide the capital to finance large shop- 
ping centers naturally favor and almost always insist on leases with 
large national corporations. With such leases the risk is spread widely 
over a large operating territory and continuity of the operation is 
more certain. When such leases are available, and they usually are, 
it is not surprising that the local merchant is ignored. We have assem- 
bled a vast amount of evidence showing that this condition is wide- 
spread, and we submit for the record a portion of this evidence. 

IT have this, which is marked “Exhibit A.” I have reviewed in 
exhibit A a number of instances where merchants from all over the 
country have reported to us discrimination against them in trying to 
acquire market locations, largely in shopping centers. 

Mr. Roosevett. Without objection, the exhibit will be included in 
the record following your statement, if that is agreeable with you. 

Mr. Luoyp. Yes, sir. I assure you that small businessmen through 
organizations such as ours and others are energetically seeking an 
answer to this problem. 

Three years ago I visited the New York office of one of the Nation’s 
leading insurance companies. I went there to find out what we could 
do to acquire for our local merchants some of the choice store locations 
that were being financed by this company on the strength of leases 
with large national corporations. I explained what our company had 
done through cooperative action to provide buying and merchandising 
advantages that made it possible for these local merchants to be com- 
petitive with any other factor in the market, regardless of size. But, 
I explained we were now faced with the greatest threat of all: the 
inability of the local merchant to compete for new store locations 
because of financing arrangements for which this insurance company 
and others were responsible. “What could we do,” I asked, “to hetp 
our members qualify for these leases?” We were told by officials of 
this insurance company to do exactly the same thing for these mer- 
chants on leases that we had already done in connection with their 
buying and merchandising problems. 

We followed that advice. We organized a finance company 2 years 
ago. About 50 local merchants and other individuals in the community 
provided the capital. We went into the business of financing store 
expansion and offered to sign leases. 
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Six weeks ago we signed our first lease for a local merchant who 
was anxious to get into a store location that our market studies in- 
dicated was one of the best in our community. 

The owner of the property was anxious to build a building and lease 
it to this local merchant. He presented a lease for us to sign, then pre- 
sented the signed lease along with a mortgage application to a national 
insurance company. 

The application was promptly turned down because even though 
our finance company which signed the lease was backed by 50 local 
merchants they were all local ‘and there apparently was not enough 
spread in the risk. Furthermore, we had been in business only about 
2 years, and, while we thought our capital structure was substantial 
for an organization of this kind, this and the other factors mentioned 
apparently did not meet the requirements of the insurance company. 

We intend to keep trying, but in the meantime our organization and 
others like it all over the country are watching the better store loca- 
tions go to the large national corporations. It is no secret, and the 
testimony we have left for the record verifies this fact, that these 
large national corporations demand and receive more favorable terms 
on leases than those usually offered to the local merchant. 

Inasmuch as financing arrangements give the large national corpora- 
tion a virtual monopoly on many leases, he is in a position to dictate 
the terms which landlords are forced to accept. This, too, is an evil 
that we think should concern this committee. 

We think this committee could perform no greater service for 
American small business than to find a solution to this problem. In 
our dynamic, expanding economy, with an exploding population mov- 
ing into new homes in new subdivisions serviced by new roads, the 
problems connected with the acquisition of new store sites are most 
critical. The industry is doing everything in its power to solve these 
problems, but it needs some temporary help to tide it over a most 
difficult period. 

Lease insurance by the Federal Government seems to offer a logical 
solution. Such guarantees could give local merchants a fair, com- 
petitive opportunty to acquire attractive store sites, would increase the 
competition in bidding for leases so that landlords would not be sub- 
jected to the monopolistic pressures from a few large corporations 
and would encourage more rapid development of essential facilities 
to provide the shopping conveniences wanted and needed by the con- 
suming public. 

Qualifications of lessors on such guaranteed leases should be estab- 
lished on a fair, equitable, but businesslike basis, and the program 
could and should be self-supporting. In fact, the Government should 
be able to realize a profit from such an operation. 

This statement has thus far been concerned with proposals that 
would help establish conditions in which small businessmen in our 
industry could survive and grow. Before concluding, we should like 
to convey to you our fears about certain legislative proposals now 
before Congress that threaten our particular kind of business with 
chaos and possible extinction. I refer to the bills affecting functional 
discounts which have been introduced by well-meaning Members of 
Congress who, it seems to us, are not thoroughly conve rsant with the 
consequences of such legislation. 
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A functional discount is a price differential given by a seller to 
a buyer when the buyer functions as a wholesaler—that is, provid- 
ing warehouse space, eliminating credit risk, breaking bulk, supply- 
ing of experts in connection with merchandising, store planning and 
layout, development of standards of performance, “ak eliminating 
the need for such services which otherwise would have to be per- 
formed by the seller. The buyer is therefore given a functional 
discount or price differential. 

Our retailer-owned warehouses perform these services and are 
entitled to receive such functional discounts. Our members are 
legally required to return to their retailer-members each year, in the 
form of patronage dividends, the excess of the purchase price paid 
to them for merchandise purchased from them by their retailer- 
owners over the sum of the costs of said merchandise plus overhead 
expenses. These patronage rebates to the small retailer enable him 
to remain in business, compete with the chains, and pass on the 
savings to the consuming public. 

The bills pending before Congress would force the abandonment of 
this practice. 

These bills provide that a purchaser is to be considered a whole- 
saler on purchases for sale to retail customers “not owned and con- 
trolled” by the purchaser and as a retailer on purchases for sale to 
consumers. 

Since all of the members of our organization are wholesalers who 
are owned by the retailers who buy merchandise from them, it would 
seem to be possible that the practical effect of the relationship be- 
tween said wholesalers and their retailer-owners might be such that 
these wholesalers would be considered as being purchasers of mer- 
chandise for sale to retailers “owned and controlled” by such pur- 
chasers. 

If the phrase “owned and controlled” was given such a construc- 
tion, then the members of Cooperative Food Distributors of America 
would be prohibited from receiving functional discounts despite the 
fact that warehousing and other valuable wholesaling services are 
actually performed by them. 

This could have but one result. It would work a great hardship 
on thousands of small businessmen. 

While the announced purpose of the legislation is to effect large 
chains, the practical result would be higher prices and injury to 
small businessmen. 

It is the feeling of the members of our organization that they, as 
small businessmen, would be greatly damaged and they have requested 
that I convey their fears to you. 

At this point, I would like to enter into the record the official mem- 
bership list of the Cooperative Food Distributors of America as of 
April 1, 1959. This is a list of the wholesale units, nearly 100—I 
think it is 96 or 97—these units being owned by the 27,000 retail 
members that I spoke of earlier in this statement. 

Mr. MacIntyre. I move that that be included in the record of the 
gentleman’s testimony, at the close of his prepared statement. 

Mr. Roosevett. Without objection, it will be included in the record 
at that point. 

Mr. Lioyp. We have presented here some possible solutions to the 
plight of the small businessman in our industry. Our statement 
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started with a declaration concerning the strength of individual oper- 
ators today who, in the retail food and grocery field, handle almost 
two-thirds of the total volume. This strong position has been main- 
tained because there has been an opportunity for small, individual 
operators, through organizations like ours, to match the buying and 
merchandising power of the largest operators in the food field. 

But the position of small business in our industry is threatened 
today by other forces entirely beyond our control. These forces are 
the outgrowth of emphasis on size and of a system of financing that 
favors the large and discriminates against the small. 

Faced with serious and often insurmountable handicaps in efforts 
to expand and with a tax structure that siphons off needed growth 
capital, thousands of individuals and small chains are merging with 
larger ones. It is a situation which could easily result in the develop- 
ment of huge monopolies that would control the Nation’s food dis- 
tribution industry. The trend in that direction is underway. We 
think it is an evil trend which will, if continued, be contrary to the 
best interests of the American people. 

As an industry, we hesitate to a Government aid as a solu- 
tion to the problem. But we believe the plight we have described 
is largely the result of conditions that have been indirectly created 
by governmental activities, and we can find no other solution under 
present conditions than the appeal for compensating Government aid. 
Our proposals involve aid that would add no burden to taxpayers. 

The creation of a secondary market for long-term mortgage loans 
to business and a sound program of Government guarantee of leases 
would, if wisely administered, add income to the Federal Treasury. 
We don’t offer these as the only solutions. They seem to us to be 
among the practical ones. And we confidently believe that in your 
efforts to establish conditions in which small business can survive and 
grow, these suggestions are worthy of careful attention. 

(Exhibit A and the official membership list referred to follow :) 


ExHIsBIT A 


Following is a résumé of a few examples out of many that indicate the 
problem confronting small businessmen in efforts to acquire desirable leases 
of supermarket locations and buildings: 

1. Idaho Falls, Idaho: This is a thriving, growing city serving an expand- 
ing population in southeastern Idaho. It is estimated that local individual 
merchants handle about two-thirds of the food and grocery business of the 
community with the other third going to Albertsons, a regional chain, and Safe- 
way Stores, Ine., a large national chain corporation. Up to this time there 
has been very little attention given to the development of shopping centers in 
the community, but with the current expansion in population new subdivisions 
are being developed, and at least one large shopping center is planned. Hilpe 
& Rhodes, shopping center developers from San Francisco, Calif., are the spon- 
sors of this center which will be very favorably located on a large tract. As 
soon as the announcement of the proposed center was made, I, as a repre- 
sentative of Associated Food Stores, Inc., Pocatello, Idaho, approached officials 
of Hilpe & Rhodes and offered to provide a responsible, successful, financially 
sound tenant for the supermarket to be built at the center. I was told very 
politely but firmly that among present Idaho operators only Safeway Stores, 
Inc., could be considered as a lessor, since they were the only national chain 
doing business in that area. Since this original conversation I have discussed 
the matter further with Hilpe & Rhodes several times, reminding them that 
we would back one of our member stores in the center by providing the neces- 
sary finances, cosigning the lease, or doing whatever else we could to secure 
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the location for one of our stores. Even though Safeway did not sign the 
lease for several months thereafter, we were given no opportunity to acquire 
it and were told on several occasions that the building could be financed only 
if leased to a successful national chainstore company. 


2. The following letter is from a successful supermarket operator in south- 
ern California whose experiences are somewhat similar to the above: 


Monrovia, CALir., June 15, 1959. 


DEAR Str: It is our understanding that you are attempting to secure a more 
favorable position for the independent grocer so that he can compete with the 
chains. Our recent experience points out that the independent grocer will 
have to find some method of getting financial backing if he is to secure addi- 
tional locations. 

In spite of the fact that we have a current ratio of 2.1 to 1, and had sales 
of $4,750,000 last year in two stores, we have been unable to even get con- 
sideration from developers of new shopping centers. The reason for this is 
that a developer can get 100 percent financing from insurance companies if he 
leases to a large chain and only about 50 percent if he would lease to us. 

The Rubin Co., located at 977 East Colorado, Pasadena, who is constructing 
a shopping center in San Gabriel, wouldn’t even consider us even though it 
had not signed a lease, because we were not a chain with a Dun & Bradstreet 
rating of AAA. 

Fred White, a specialist in developing shopping centers in southern Cali- 
fornia, has told us that it would be almost impossible to secure a lease for us 
in a prime location, because our financial statement is not good enough for the 
landowner to secure 100 percent financing. 

If some help over this desired AAA credit rating by market developers is not 
given so that we can be considered for prime locations, it appears that the 
independent market business will be in the hands of a comparatively few large 
chains in the near future. We are not against large chains, but do believe 
this country should always be one where the individual has a chance to prosper 
in any field of business. 

GEORGE C. McGILL, 
Mayflower Markets. 


3. Here is a letter from the manager of a retailer-owned wholesale company 
in Ocala, Fla., which indicates the nature of the problem in that area: 


OcALA, FLA., June 17, 1959. 

Deak Srr: In reply to your letter of June 15 regarding discrimination against 
retailers in our area in their attempts to secure leases. 

To cite one instance, we had a location worked out and the property owner 
had already removed the old building. One of the local banks had agreed to 
lend the money for construction of the building. Gulf Life Insurance Co. con- 
tacted the owner and told her that if she would lease the building to A. & P. 
that they would lend her the money and that this would prove more advan- 
tageous to her. We lost the location to A. & P. 

Jefferson Standard Insurance Co. is buying the buildings from chains and in 
turn leasing them back for 20 to 25 years at 8 percent. The chains are paying 
the insurance, taxes, and maintenance. 

We are forced to form local stock companies in the various towns and put up 
the buildings which we lease to our members. It takes a great deal of time, 
but we have had to manage this way. 

It is common knowledge that it has to be a national lease; therefore, we do 
not waste our time trying and so cannot give you any other specific instance. 
However, I assure you that they can be obtained. 

Yours very truly, 


H. W. Livety, 
Manager, Central Florida Cooperative, Inc. 
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4. In Grand Rapids, Mich., Spartan Stores, Inc., another retailer-owned whole 
sale organization, has aggressively gone out with assistance to members in ac- 
quiring store sites. Here is a letter from the manager of that organization 
which includes a significant observation : 

GRAND Rapips, Micu., June 17, 1959. 

Dear Sir: In our particular area shopping centers have not, up to this point, 
proved to be very successful investments, so we haven’t had too many in- 
stances of discrimination against our member stores. Here is one instance, 
however, where a member was unable to acquire a location in a shopping center. 
Two years ago in Kalamazoo, Bill McConnell of Town & Country Markets 
(operating the two largest supermarkets in Kalamazoo) was told by Mr. Brit- 
tigan of Miler-Davis that the lease would go to Kroger rather than Town & 
Country because of the known financial stability of the national chain. 

Sincerely yours, 
JOSEPH G. Foy, 
General Manager, Spartan Stores, Ine. 


5. Here.is another example from California, where individual operators have 
set the pace in the development of supermarket techniques, yet are unable to 
match the large chains when it comes to acquiring the new choice locations. 
And when they do obtain a site it is often at a disadvantage as compared to 
the better terms available to chainstore lessors. 


Costa Mesa, Cauir., June 16, 1959. 

DeaR Sire: In a recent discussion I had with a contact man for Certified 
Grocers of California, Ltd. of Los Angeles, our cooperative buying group, I 
explained the almost impossible task of obtaining good locations in new, large 
shopping centers that have been built in Orange County, or that are in the 
process of being built at the present time. We, or any independent, or two or 
three store owners or even more, are not acceptable as tenants for one reason 
alone: the inability of the landlord to finance the building cost at 80 to 100 
percent of said building. Land value and building cost added together for the 
independent, money is available (usually from banks or building and loans) to 
60 percent of the total value, with a short-time payback of 8 to 10 years. 

Now, in the case of very large chains or so-called triple A tenants, signed on 
the lease, the landlord takes the land value plus the building cost to a large 
insurance company or trust department and can obtain loans of 70 to 80 percent 
of the total value at a much lower rate of interest and with a 15- to 25-year 
payback. 

This is a fact, not hearsay, as my partner owns 2 percent of a very large 
center, with triple A tenants. 

The above information was taken from these papers. The above points out 
that landlords wanting to obtain large building loans must have triple A tenants. 

If in some way loans could be made available on a more equitable basis for 
proven operators and independents, with more realistic financial requirements, 
it would be beneficial to many. Some form of lease insurance would help. 

Yours truly, 
N. C. Rarns, 
Partner, Bargain Basket Markets. 


COOPERATIVE Foop DISTRIBUTORS OF AMERICA MEMBERSHIP List, FEBRUARY 5, 1959 


(General Manager’s Name Shown) 


Alabama : Birmingham : Associated Grocers of Alabama, 2500 Third Street, West: 
David M. Mobley. : 
Arizona : 
Phoenix : Associated Grocers, Inc., 515 East Grant; R. E. Nelson. 
Tuscon : Branch, 830 East 17th Street ; Walter Grant. 
Arkansas: Little Rock: Associated Wholesale Grocers of Arkansas, 2501 West 
Ninth Street ; C. E. Toland. 
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California : 
Los Angeles: 
Certified Grocers of California, Ltd., 260i South Eastern Avenue; 
Campbell Stewart. 
Spartan Grocers, Inc., 4408 Bandini Boulevard ; John Schneiders. 
San Francisco: San Francisco Grocery Co., 345 Williams Avenue; Robert 
W. Hadeler. 
Canada: Winnipeg: Merchants Consolidated Ltd., 27 May Street; A. J. Petrie. 
Colorado: 
Denver: Associated Grocers of Colorado, 5151 Bannock Street; Fred S. 
Fishburn. 
Pueblo: Branch, 100 South Victoria ; W. C. Crumley. 
Connecticut : 
Torrington: Allied Grocers Coop., Inc., 58 Migeon Avenue, Edward J. 
Schwaller. 

Hartford: Associated Grocers, Inc., Post Office box 2069; Wm. F. Scully. 
Waterbury: Naugatuck Valley Wholesale, 186 Watertown; Tom O’Dea. 
District of Columbia: District Grocery Stores, Post Office Box 1829; Henry Noon. 

Florida: 
Miami: Associated Grocers of Florida, Inc., Post Office Box 335, Biscayne 
Annex ; Tom W. Smith. 
Ocala: Central Florida Cooperative, 1224 South Orange Avenue; Hal Lively. 
Tampa: Florida Retail Owned Grocers, Post Office Box 1048; Harold Aldrich. 
Georgia: 

East Point: Associated Grocers Coop., 1286 Milledge Street; Jack Maziar. 
Macon: Associated Food Stores, Inc., 460 Albert Street; J. W. Wootan. 
Hawaii: Honolulu: Certified Grocers of Hawaii, Post Office Box 1117; Edward 

Kwock. 
Idaho: Boise: Dependable Wholesale Grocery, 4910 Irving Street; E. M. Bivens. 
Illinois: 
Chicago: Progressive Food Stores, Inc., 4040 West 40th Street; Jack Snider. 
Franklin Park: Central Grocers Cooperative, 3701 North Centrella Street; 
Wm. A. Cassin. 
Staunton: Progressive Associated Grocers, Otto Schulmeister. 
Indiana : Indianapolis: Allied Grocers of Indiana, 801 South Emerson; Richard 
C. Kovener. 
Iowa: Des Moines: Growers Wholesale Cooperative, 334 SW. Highth Street; R. J. 
Kasper. 
Kansas: 
Kansas City: 
Associated Wholesale Grocers, 1601 Fairfax Trafficway; Louis Fox. 
Branch, 1458 East Chestnut, Springfield, Mo. ; Kenneth Lea. 
Kansas Service Grocers, 55th and Kansas Avenue; Louis C. Segebrecht. 
Wichita : Associated Grocers, Inc., 725 East 37th Street ; Neil Kottler. 
Maine: South Gardner: Associated Grocers of Central Maine; Arthur Lemay. 
Massachusetts: 


Chicopee: Service Grocers Cooperative, 705 Meadow Street; Alfred L. 
Jeffway. 


Salem: Associated Grocers of North Shore, Ine., 485 Lafayette Street; W. A. 
Morday, Jr. 

South Boston: United National Cooperative, 360 C Street; Julius Rothstein. 

Springfield: Associated Grocers Cooperative, 180-2 Lyman Street; Robert 
M. Nix. 

Worcester: Associated Cooperative Grocers, 62 Lincoln Street; Fred H. 
Alliare. 

Michigan: 

Detroit: A. G, Tick-Tock Stores, Inc., 1608 East Warren Avenue; Max Stein- 
berg. 

Grand Rapids: Spartan Stores, Inc.: 1111 44th Street, S.E.; Joseph G. Foy. 

Lansing: Lansing Wholesale Cooperative Co., 810 South Hosmer Street; 
Charles A. Randall, Sr. 


Muskegon : Muskegon Wholesale Cooperative Co., 1764 Creston Street ; George 
I. Lindrup. 


Minnesota: Blooming Prairie: Associated Grocers Cooperative, Inc.; W. E. 
Thiede. 
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Missouri: 
St. Joseph: Associated Grocers, Inc., 2901 South 22d Street ; Leon Rosen. 
St. Louis: Associated Grocers’ Co., 5030 Berthold Avenue; J. C. Conreux. 
Montana: Billings: Independent Wholesale Cooperative, 2920 Minnesota Avenue ; 
R. F. Howard. 
Nebraska : 
Norfolk : General Wholesale Cooperative, 13th and Omaha Avenue; Maynard 
Howard. 
Omaha: United Cooperative Food Stores, Inc., 7312 Jones Street; Tom 
Campbell. 
New Hampshire: Manchester: Associated Grocers of New Hampshire, Inc., Post 
Office Box 1048; Henry J. Turcotte. 
New Jersey : Linden: Twin County Grocers, Inc., 1600 Highway 25; Franklin A. 
Moss. 
New York: 
Albany: Albany Wholesale Grocery Co., 3 Thatcher Street; George Rengel- 
man. 
Jamestown: Jamestown Wholesale Grocery, 851 Allen Street; H. F. Cope- 
land. 
Johnstown: Associated Grocers of Upstate New York, Inc., 125 West 
Fulton Street ; Edward T. Oliver. 
Olean: Olean Wholesale Grocery Co., 223 South Barry Street ; F. H. Zimmer- 
man. 
Schenectady: Schenectady Buy-Rite Supply, 1549 Devine Street; William 
A. Philo. 
North Carolina: 
Asheville: Mutual Distributing Co., 1000 Riverside Drive; D. G. Diehl. 
Charlotte: Associated Grocers Mutual of Carolinas, Inec., 4000 Raleigh 
Street ; Clyde E. Todd. 
Ohio: 
Akron: Besty Ross Foods, Inec., 131 North Summit Street; Walter N. 
Dannemiller. 
Cincinnati: White Villa Grocers, Inc., Pearl and Pike Streets; E. H. Strubbe. 
Cleveland: Spartan Grocery Inc., 4070 West 150th Street; Pat Cannavino. 
Dayton: White Villa Grocers, Inc., 1716 Webster Street; Clete Jeckering. 
Toledo: Associated Grocers Wholesale, 2145 Tedrow Road; Edwin H. Adkins. 
Uhrichsville: Tusco Grocers, Inc., Post Office Box 71; J. Woods Brown. 
Oklahoma: 
Tulsa: Associated Grocers of Oklahoma, 1810 East Jasper; Raymond More- 
land. 
Oklahoma City: Branch, 1716 Northwest 6th Street. 
Oregon : Portland : United Grocers, Inc., Post Office Box 5807 ; Harry Thye. 
Pennsylvania: 
Allentown; Lehigh Wholesale Grocery Co., 1135 North Plymouth Street; 
J. A. Adams. 
Altoona: Economy Wholesale Grocery, 3000 Seventh Avenue; R. N. Gary. 
Chambersburg: Home Service Wholesale Grocers, 140 North Third Street; 
J. R. Hoover. 
Falls Creek: Merchants Grocery Co., Inc. ; Frank B. Walls. 
Huntingdon: Huntingdon Grocery Co., Inc., 11th Street and Susquehanna 
Avenue; W. W. Miller. 
Lancaster: Lancaster Wholesale Grocery Co., 231 North Shippen Street; 
James A. Hess. 


Lebanon: Sterling Wholesale Corp., 225 North 16th Street; F. Lewis Rein- 
hold. 


Lehighton: Progressive Merchants Association, 21 Railroad Street; George 
kk. Freeby. 
Mahanoy City: Mahanoy City Wholesale Grocery, Park Place Road; Peter 
Marchalonis. 
Philadelphia : 
Frankford Grocery Co., G Street and Erie Avenue; Herman Heim. 
Penn Mutual Grocery Co., 10th and Allegheny Avenue; Morris Friedman. 
Quaker City Wholesale Grocery, 20th and Hamilton Streets; William J. 
Gillespie. 
Pittsburgh : Associated Grocers, Inc., Post Office Box 628; Fred O. Nelson. 
Reading: Keystone Wholesale Grocery, 440 North Third Street; C. LeRoy 
Ebersole. 
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Scranton: 
Banner Stores Warehouse, Inc., 107 North Seventh Avenue; Milton E. 
Rosenzweig. 
Economy Wholesale Grocery, 320 Mifflin Avenue; Joseph May. 
Wilkes-Barre: Wyoming Valley Distributing Co., 287 North Pennsylvania 
Avenue; William Golden. 
York: Yorktowne Wholesale Grocery, 600 Arsenal Road; J. W. Goldberg. 
South Carolina: 
Greenville: Associated Grocers of South Carolina, 320 South Hudson Street ; 
Neal P. Ponder. 


Tennessee : 
Chattanooga: Dixie Savings Stores, Inc., Post Office Box 1637; George 
Berke. 


Memphis: Weona Food Stores, Inc., 670 South Cooper Street; Frank Gaia. 
Texas: 
Amarillo: Panhandle Associated Grocers, Post Office Box 1299; Charles O. 
McBeath. 
Dallas: Associated Wholesale Grocery, 9001 Ambassador Row; J. D. Simril. 
El Paso: Tri-State Wholesale Associated Grocers, Post Office Box 3607, 
Station A; C. E. Pearson. 
Houston : Certified Grocers, Inec., 5800 Armour Drive; A. T. Hubly, Jr. 
Lubbock: South Plains Associated Grocers, 2602 Avenue A; Alfred Allston. 
Port Arthur: Associated Grocers of Port Arthur, Post Office Box 1380; Dan 
A. Coleman. 
San Antonio: Associated Grocers, Inc., 416 East Lachappelle Street; Ben- 
jamin Mumme. 
Utah: Salt Lake City: 
Associated Food Stores, Inc., 1812 South Empire Road; Donald P. Lloyd. 
Branch: 759 First Avenue, Pocatello, Idaho; D. H. Kidd. 
Branch: 1320 Bozeman Avenue, Helena, Mont.; Arnold Mecham. 
Virginia : 
Richmond: Richmond Food Stores, Inc., 2522 Hermitage Road; Leonard E. 
Starr, Jr. 
Washington : 
Seattle: Associated Grocers Inc., 3301 Norfolk Street; W. E. Rhodes. 
Yakima: Branch, 601 Front Street. 
Spokane: U. R. M. Stores, Inc., East 108 Jackson; F. F. Vawter. 
West Virginia: 
Wheeling: Associated Grocers Co-op, 23d and Water Streets; Clyde Willis. 
Wisconsin : 
Appleton : United Grocers Co-op. Association, 1117 West Washington Street ; 
L. S. Braun. 
Madison: 
Certified Grocers Co-op, 112 North Lake Street; Emory Stedman. 


The Sylvester Co., Inc., Post Office Box 348; W. W. Kjeverud. 
Milwaukee: 


Associated Grocers Inc., 1815 Sunny Slope Road; Tom Billington. 
Roundy’s Inc., Post Office Box 473; Roy A. Johnson. 

Mr. Roosevert. Thank you, Mr. Lloyd. I am sure that the sub- 
committee will agree that you have given us not only a good descrip- 
‘tion of the problem involved, but we are appreciative of the con- 
structive thought that you have provided. 

I would ask whether you have had an opportunity—I suppose that 
you have not—of looking into the small business investment com- 
panies that are being chartered by the Small Business Administra- 
tion, as to whether they might fit into your picture, particularly in 
that it has been suggested that a secondary mortgage market might 
be created to help in the function which they hope to perform. 

Mr. Luoyp. I think that there is undoubtedly a possibility of some 
_ good coming from that. However, many of us have waited for a long 
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time to see small business investment companies doing business under 
that act. So far, there has been very little results; the results have 
been very small, indeed, as you well know. 

Mr. Roosevert. I think that is true. We have had submitted to us 
some suggested improvement in the act which, perhaps, will 
strengthen it. 

There is one such small business investment company in San Diego 
that has acquired such a status that it has been able to sell its deben- 
tures to the public in the New York market. It is a brandnew in- 
stitution, and it would seem that if this can be done, certainly one 
with as sound a background as the food industry would be able to, 
and that some thought might be given along the same line to the 
creation of such an investment company for the food industry. 

Mr. Luoyp. It could very well provide some help. I mentioned 
in my statement that we organized a finance company in the State 
of Utah to help finance store expansion, and we applied for a char- 
ter under the Small Business Investment Act. We were turned down 
because our bylaws are too broad. When it was outlined to us the 
narrow field in which we could operate, we just did not feel that 
it was worth trying to come within the act, at least in our small 
State, in our community. 

Mr. Roosevettr. Could you give us, for the record, the name of the 
company that made the application? I think that perhaps the mem- 
bers of the committee would be interested in looking into that. 

Mr. Luoyp. It is Merchants, Inc. That is the name of the company. 

Mr. Roosrvetr. Of the State of Utah ? 

Mr. Luoyp. Of Salt Lake City, Utah. 

Mr. Roosevetr. When did you make application ? 

Mr. Luoyp. It was 3 or 4 months ago. 

Mr. Roosrveir. Mr. Brown. 

Mr. Brown. Was it turned down in the regional office or in 
Washington ? 

Mr. Luoyp. Inthe regional office. 

Mr. Brown. You never even got to present a formal application; 
is that right? 

Mr. Lioyp. No. We presented the formal application to the re- 
gional office. 

Mr. Brown. But not to Washington? 

Mr. Luoyp. No. 

Mr. Brown. That isall. Thank you. 

Mr. Roosevett. There was no effort to try to solve your problem 
by the regional office ? 

Mr. Lioyp. They told us that if we would conform, that they would 
reconsider the application, but we would have to completely reorgan- 
ize our company and set it up on a different basis. 

I think there are three fields of activity which they outlined to us 
that a company can engage in under the Small Business Investment 
Act: 

One, to furnish capital to small business concerns through buying 
debentures; and when you buy debentures in a small business concern 
it is necessary for that concern also to buy stock in the investment 
company. 
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Two, in making long-term loans. Of course, I have discussed that 
today. 


Three, furnishing services on a fee basis, advisory and consulting 
services. 

Merchants, Inc., is set up to acquire, if necessary, store sites when 
they are available, and then to sell those sites or to lease them to mem- 
bers of the Associated Food Stores. That is the retailer and the 
wholesale house with which I am connected. In that way we could 
guarantee that our member stores would have an opportunity to 
acquire the sites. 

But under the Small Business Investment Act, that would make us 
ineligible. We could not acquire sites. We would have to wait until 
somebody else acquired them, and then try to lease them. We could 
not even acquire leases. We would have to help the merchant acquire 
the lease. Then we could finance the merchant in the lease, but we 
could not acquire the site nor the lease. 

Mr. Roosevetr. I am not going to pass on that phase of it right now, 
but I would be very interested to go into it because my immediate 
reaction is that there is nothing in the act which would specify that a 
small business investment company shall be limited only to those three 
points. However, that is something that we will have to go into later. 

Mr. Lioyp. We were told that very definitely. We have assumed 
that that is one of the reasons that only 13 licenses, I think, have been 
granted up until the early part of this month. 

Mr. Rooseverr. The Small Business Administration recommended 
that we change some parts of it so that anyone would not be restricted 
only to the type of debenture which the law does not provide and 
which, I agree, [think might work a hardship. 

Mr. MacIntyre. 

Mr. MacInvryre. I have only one question. Mr. Lloyd, you spoke 
about being general manager of one of the members of the Cooperative 
Food Distributors of America. Does that mean that you are general 
manager of Associated Food Stores of Salt Lake City ? 

Mr. Luoyp. Yes, sir. 

Mr. MacIntyre. How many of these 27,000 stores are in that partic- 
ular group ? 

Mr. Luioyp. We have 356. 

Mr. MacIntyre. There are 356? 

Mr. Luoyp. Yes. 

Mr. Roosrvett. How does one become a member ? 

Mr. Lioyp. He buys a share of stock in our company. Each mem- 
ber owns one share of stock. 

Mr. Roosrveit. Regardless of the size and so forth of the store? 

Mr. Lioyp. Yes. The company is 100-percent owned by active 
retail store operators. They are the only ones that are eligible to 
own stock. 

Mr. Roosrvetr. Is membership open to everybody in an area? 

Mr. Luioyp. Any merchant that we feel can be helped by member- 
ship in the organization. 

Mr. Brown. Mr. Lloyd, I think that you put your finger on two or 


three of the most important problems confronting small business 
in the food distribution field. 
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One of them, in particular, is this business of financial institutions 
in re centers, the real estate promoters who say that they have 
a phobia for these national chains. Is there any question in your 
mind but what a good local foodstore operator can compete with any 
national chain? 

Mr. Luoyp. None whatever if he can get the location and the finances 
to back him up. 

Mr. Brown. In other words, with the same amount of capital re- 
sources, he can compete ? 

Mr. Lioyp. Yes; I do not think there is any question about that. 

Mr. Brown. Could you give us any examples—any tangible ex- 
amples—of where the locals do better than the national chains? 

Mr. Luoyp. I am sure there are numerous examples all over the 
country. I could give you names and locations in our own area. 

Mr. Brown. Right here in this area? 

Mr. Luxoyp. No; in Salt Lake City. I am not too well acquainted 
elsewhere. : 

Mr. Brown. In my hometown of Springfield, Mo., a shopping 
center promoter built a very fine shopping center, the biggest that we 
have, and insisted that the foodstores should be a national chain. 
And right across the street from there is a local operator. 

That shopping center was established 2 years ago. The local op- 
erator is doing fine, but the national chain is now out of business. 
Does that happen occasionally also? 

Mr. Luoyp. I would say that is a normal, usual happening, but I 
have seen it happen elsewhere. 

Mr. Brown. Well, now, you indicated inthe examples that you gave 
the committee where the insurance companies seemed to have a pref- 
erence for the national chain operators and in some instances would 
not loan the money to the shopping center promoters unless it was a 
national food chain. 

Mr. Lioyp. That is right. 

Mr. Brown. Is that a general practice ? 

Mr. Lioyp. It is very general. That isalmost the rule. 

Mr. Brown. For how long a period of time are these leases, for 
what term ? 

Mr. Luoyp. I think that the average term is about 10 years, with 
renewal opportunities. 

Mr. Brown. And it isan annual rental for 10 years? 

Mr. Luoyp. Yes. 

Mr. Brown. Have you, as the Cooperative Food Distributors of 
America, gone to any of these insurance companies and tried to break 
down this resistance to local operations? 

Mr. Lioyp. Not as the Cooperative Food Distributors of America, 
because it is a trade association, but we have individually gone as 
operators of wholesale houses. I cited one instance where I was told 
very definitely by officials in the New York oflice of a large insurance 
company that it was their policy to loan only on leases; that is, to 
loan mortgage money on buildings that were leased to chainstores. 

The reason given was normal and natural: the risk is widespread 
where chains are doing business in many areas. If one store should 
fail, it does not necessarily affect the ability of the chain to pay out 
on the lease. 
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Mr. Brown. You know that under the Federal Housing Adminis- 
tration you have the opportunity of using the insurance fund. Have 
you, your organization, considered or discussed a similar insurance 
program for leases for your members where it could be widespread 
over some 20,000 different operators 4 

Mr. Luoyp. Well, the nature of our national organization is such 
that it would be difficult, if not impossible, for us to finance such an 
operation. 

The suggestion has been made that the insurance companies them- 
selves might undertake such a thing by setting up some sort of a 
national structure where they could spread the risk on individual 
locations; that is, by having the risk widespread over many locations. 
However, there has never been any progress made in that direction that 
we know of. 

Mr. Roosrvetr. The main problem there is that most insurance com- 
panies would not give a financial guarantee, and that automatically 
eliminates most of the insurance companies, or the larger ones, that 
would be able to do this. * 

Mr. Luoyp. That is true. 

Mr. Roosrvetr. What Mr. Brown is talking about came into exist- 
ence with the governmental agency—there were no insurance facilities 
available. 

Mr. Brown. That is true. They insured a mortgage loan in the 
Federal Housing Administration. If you could get the insurance 
companies to put up the money for the shopping center promoters 
in the first place, with some assurance that your organization would 
be behind it—you know, your own members—that might be a talking 
point. 

Do you have national meetings of your association ? 

Mr. Luoyp.Yes. We have regular meetings of our national organ- 
ization. But again I say it is a trade association representing these 
various wholesale houses throughout the country. It just does not 
have the mechanics nor the finances to back a project of that kind. 

Mr. Brown. Maybe the members within your association could 
organize to insure these leases. Do you not think they could make a 
go of it if they could get in ? 

Mr. Luioyp. I think it could be done; yes. 

Mr. Brown. The insurance guarantee would probably be very nom- 
inal, would it not—I am sure that it would not be very large, would it ? 

Mr. Luoyp. If a project of that kind could be established—if there 
were sufficient incentive for somebody to establish it—I think that 
perhaps it could be successful, but to my knowledge it has never 
been discussed or undertaken by the industry. 

Mr. Brown. With the Small Business Investment Company, the 
Government thought it important enough for small business to have 
tisk capital on a long-term-loan basis, but the Government provided 
no insurance. It might be well for the Government to look into pro- 
viding an incentive for something of that nature. 

Another thing that intrigued me, too, is this problem of getting 
capital, which is a very real one. It is not necessarily the interest 
rate that you object to—you just cannot get the capital. Is that not 
true? 

Mr. Lioyp. That is right; we cannot get long-term money. 





SMALL BUSINESS PROBLEMS IN FOOD DISTRIBUTION 115 


Mr. Brown. The long-term money ? 

Mr. Luoyp. Yes. 

Mr. Brown. The national chain gets it by going to the investment 
banking houses and by means of floating bonds and selling stock 

Mr. Luoyp. That is correct. 

Mr. Brown. What percent, would you say, of your members are 
incorporated ? 

Mr. Lioyp. A very small percentage—not over 8 to 10 percent. That 
is the retail grocery store members; the wholesale houses are all 
incorporated. 

Mr. Brown. Those that have over 10 stores would practically all 
bei ncorporated, would they not ? 

Mr. Luoyp. Yes; I would think so. 

Mr. Brown. Do you have much local stock issue ? 

Mr. Lioyp. It is a pretty difficult thing for a local merchant, until 
he attains considerable stature, to undertake a local stock issue. 

Mr. Brown. Even with more than 10 stores, they would have dif- 
ficulty floating a stock issue ? 

Mr. Luoyp. I think it would be perhaps a logical thing for a multi- 
ple group of 10 or more stores to do, but for the single or the small 
chain operator it is not; it is too difficult. 

Mr. Tow. These are the two big problems of small business 


generally, not only in food but in everything. We tried to take care 
of many of these problems through the Small Business Investment 
Act. We did not get all of the tax revisions we wanted. We are 
still working toward those. I think that we ought to look into this 


problem of providing some means for an incentive to insure their 
own loans on these rates. 

Thank you. 

Mr. Roosevett. I have one more question. 

In your operation as a wholesale distributor, do you have any prob- 
lems at all of any kind with unfair practices with respect to the 
acquisition of your supplies from the chainstores; that is, competition 
from the chainstores? 

Mr. Luoyp. No; we do not feel any particular problem there. That 
is the reason why we have gotten together. These groups of retailers 
have gotten together for that reason, so that our purchasing power 
would be sufficient to meet the competition. 

Mr. Roosrvetr. Up to now you have had no problem so far as the 
actual acquisition of your commodities are concerned ? 

Mr. Lioyp. Very little, if any. I do not say that we have a com- 
plete clean bill of health in that direction, but it is not what we would 
call a problem. 

Mr. Brown. In that regard, do you notice any trend on the part 
of the major national chains to buy up processing plants? 

Mr. Lioyp. I cannot say that we have been affected or concerned 
by that. very much in our industry. 

Mr. Brown. Do you have a feeling that on the major commodities, 
on the major brands, that you have as good a shot at them as the 
national chains? 

Mr. Luoyp. Yes, sir; we do. 

Mr. Roosevetr. Is your membership pretty well distributed across 
the Nation ? 
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Mr. Luoyp. Yes. I think that there is one in almost every State— 
one or more. 

Mr. Roosevetr. And how much cooperation is there between the 
different associations? Do you consult as to prices and other things 
of that nature? 

Mr. Luoyp. No; the individual house is pretty well on its own in 
that regard. 

Mr. Roosrvett. In other words, there is no centralized effort to 
coordinate the various associations ¢ 

Mr. Lioyp. No; we just try to make our own local units large 
enough to qualify for the maximum discount which is usually a car- 
loading. Whenever these organizations are in a position to buy in 
carloads they can usually do as well as any other buyer. 

Mr. Avery. I do not have any questions to ask. Thank you. 

Mr. Roosrvetr. We want to thank you very much. I think that 
you have given the subcommittee a great deal of food for thought. 
Weare particularly interested in your suggestions. 

Mr. Luoyp. On behalf of the Cooperative Food Distributors of 
America, I want to thank you, sir, and your subcommittee for this 
opportunity. We have appreciated being here. 

Mr. Roosrvetr. The committee will now hear from Mr. Robert H. 
Bingham, vice president of the Grocery Manufacturers of America, 
Inc. 

We are very happy to have you with us. I understand that you 
have a prepared statement which you would like to give us first. You 
may proceed. 


STATEMENT OF ROBERT H. BINGHAM, VICE PRESIDENT AND RE- 
SEARCH ECONOMIST, GROCERY MANUFACTURERS OF AMERICA, 
INC., NEW YORK, N.Y. 


Mr. Brneuam. On June 4, Hon. James Roosevelt, chairman, Sub- 
committee No. 5, addressed a letter to the president of our organiza- 
tion, Paul S. Willis, asking him to appear before this committee. 
This letter arrived during his absence from the office on a business 
trip. Upon his return he wrote to Congressman Roosevelt on June 12 
to say that at the time of your hearings he was scheduled to be in 
Lausanne, Switzerland, to address the International Congress on Food 
Distribution. He also discussed this matter by telephone with your 
general counsel, Everette MacIntyre, and it was arranged that I ap- 
pear before your committee in place of Mr. Willis. 

I have been associated with the Grocery Manufacturers of America, 
Inc., since 1947 in the capacity of research economist and also vice 
president. 

In your communication you requested us to comment upon two 
specific categories, and also to identify our organization, its member- 
ship, and its purposes. I shall comment first on our organizational 
setup. 

Grocery Manufacturers of America, Inc., which functions as a trade 
association, was created in 1908. Its original purposes were (a) to 
promote and safeguard the welfare of the grocery manufacturing in- 
dustry of America and (0) to elevate grocery production and distri- 
bution to the highest plane of efficiency, effectiveness, and public 
service. 
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These objectives remain in force. 

Our membership includes about 300 manufacturers who process, 
manufacture, and distribute many of the food and grocery products 
sold in supermarkets throughout the United States. They operate 
several thousand factories which are located all over the country and 
in foreign countries. They employ over a million people. 

Commenting on your paragraph No, 1, relating to the causes of 
mergers: Such transactions could be influenced by any number of fac- 
tors. Ishall mention a few of them. 

In the case of a family owned business, the sale of it might well be 
because of the present tax structure, especially the inheritence tax. 
A concern might sell its business because the management people are 
reaching retirement age and do not have capable ‘people to succeed 
them. T hey might be ‘influenced to sell their business because of more 
severe competition. They might be influenced to sell their business 
by the attractiveness of the propostion offered to sell or to merge. 
They may not have the necessary money or inclination to. modernize 
their facilities to meet changing conditions. There are, of course, addi- 
tional reasons. 

Commenting on your paragraph No. 2, relating to integration, et 
cetera. In this food industry, for a long time there has been a certain 
amount of integrated operation where a distributor company manu- 
factured certain products and sold them under their own brands in 
their retail stores. That is not anything new. The new development 
is the more rapidly growing expansion of such operations. Naturally, 
as distributors operate their own factories they become competitors 
of the manufacturers of similar products, and also more severe com- 
petitors for other retailers. 

The stocking of private brands by distributors is not something 
new in the trade. Manufacturers’ brands and private brands have 
long been associated in the marketplace. The amount of interest in 
private brands varies greatly with distributors. 

What is new as it applies to private brands is that in recent years 
some distributors have considerably increased promotions of their 
own brands. In some instances distributors have manipulated shelf 
locations and number of facings which has placed manufacturers’ 
brands at a disadvantage. In some stores it is hard for consumers to 
find some of their preferred brands. 

Such actions as above described create roadblocks which interfere 
with the free flow of merchandise to the convenient availability of the 
public; and they create situations which are contrary to the accepted 
“freedom of choice” philosophy so highly favored by the American 
people, and which has contributed heavily to the growth of our econ- 
omy. 

That concludes the prepared statement. 

I certainly hold myself open to any questions which you gentlemen 
have. 

I would only say one thing as a preface to whatever answers I may 
give to whatever questions you may ask. I suppose that if you have 
never operated as a trade association man, this may not come home to 
you so clearly, but I have often heard the trade association man de- 
scribed as something like the doctor’s wife. She can tell you all about 
an appendectomy, but she probably could not perform it. That will 
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be true in my comments to you. They will have to be based upon in- 
formation that I have picked up from the people who do the things, 
rather than from myself, who sits in the middle and hears them. 

Thank you, sir. 

Mr. Roosrverr. Thank you very much, Mr. Bingham. Is there 
any regulation, or any present action that you know of legally that 
can be taken by the manufacturer to protect himself against ‘this road- 
block or discrimination that you describe ? 

Mr. Bryeuam. I might say for the record that we in GMA believe 
that organized business through trade associations and otherwise 
should, to the greatest degree possible, take its salvation into its own 
hands. Often there are collective things in the way of studies, the 
bringing out of information, the exposing of different things which 
can be quite helpful, so that our first look, in terms of finding a solu- 
tion to such problems as do exist, is in the study and educational field, 
rather than to seek a Government law. 

This does not mean that, eventually, perhaps, something might not 
be in order, but at the moment we do feel that the best approach is 
to make a study. 

I will not take the time to go into it now, but if you want me to, 
either now or later, I will be glad to tell you about some plans that 
we have in this direction. 

Mr. Roosevetr. I think that we would be interested, because, if as 
you say, this is a practice which blocks the public from having a 
freedom of choice, if there are existing regulations which you can 
avail yourselves of, that is all right, but if there are no w ays in which 
you can solve it, and legislation is needed, that would be another 
problem.. I think that this subcommittee would want your specific 
opinion on that point. 

Mr. Brneuam. One of the first points I would like to make clear 
that we do not at the moment as manufacturers view this brand 
availability problem as one of those tremendous, insuperable prob- 
lems with which we are faced. We do believe that it does occur in 
the instance of some distributors and, particularly so in the instance 
of some commodities, but we believe there are solutions to many of 
these within our own action. 

As to the kind of action which might be taken : No. 1, as background, 
I should say that the GMA has for a number of years worked quite 
closely with the various distributor organizations. One is the CFDA, 
mentioned by Mr. Lloyd. There are, of course, other distributor 
organizations, such as the National Association of Food Chains, the 
vag Market Institute, the National Association of Retail Grocers, 
the National American Wholesale Grocers’ Association, the U.S. 
Wholesale Grocers’ Association—I hope that I have not forgotten 
anybody—but the point is that these are national distributor associ- 
ations each representing one important segment of the food distribu- 
tion industry. 

GMA has felt that we had a common interest with all of these 
people in moving food from the farm to the table; that there were 
mechanical ways in which practices could be straightened out and 
improved to everybody’s joint interest. So we have tried to work 
equally with all distributor groups. 
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So what I am about to say about our proposed study, relating to 
manufacturer brands and private brands, should be seen in this con- 
text of industry cooperation. 

This is not, you might term it, an antiprivate brand study, but 

rather a study j in which the distributor organizations will be given 

an opportunity to make suggestions as to how it might best be con- 
ducted, so that they do feel honestly they are a part of this overall 
action, because we do believe this is a whole industry problem, not 
just a problem for the manufacturers. 

In order to be specific, the matter of — brands has been a 
matter of some growing concern to the industry. It came out pretty 
sharply at our last annual meeting in November at which time we 
had an executive panel, so-called, at which it was a matter of the 
program. This was on the stage. 

And the heads of a number of manufacturing organizations were 
present along, I believe, with certain distributors. And as a member 
of the panel was a well-known educator, and he proposed that the 
situation had reached the point where the entire industry would 
have a fundamental interest in having a disiniterested and scholarly 
study done of this whole matter of manufacturer and private brands. 

As we have developed our tentative planning for this study we feel 
that it cannot be conducted on the very simple terms that most such 
studies are conducted, namely, confining it only to such matters as, 
where does the manufacturer’s brand stand and where does the pri- 

rate label brand stand on this commodity ? 

We feel that it involves broader marketing practices of the industry. 

To mention one, for example, we have a “method of distribution in 
the food industry which is very complex. People do not always con- 
duct their delivery in the same way. Some people make use of a 
number of local warehouses. Others have developed distribution 
centers for economy in transportation. 

When private brands are purchased they are not purchased on the 
same delivery basis as are the regularly supplied manufacturer's 
brands. This means that this study might well get into such matters 
as economical methods of transpor tation and deliver y- 

This in itself may have quite a bearing, say, upon the price dif- 
ferential between private labels and manufacturer brands. 

So without going into further detail, I will say that we believe this 
is a broad study of marketing policies and practices with the focus, 
primarily, upon those things which influence the relationship between 
manufacturer brands and distributor brands. 

There are a number of different considerations that would go into 
such a study. 

One of the things that we feel is of primary importance in this 
whole area is the question of the price differential between private 
labels, i.e., distributor brands and manufacturer brands. 

It was raised at our meeting, and we would have a feeling that the 
manufacturers themselves may, perhaps, inadvertently be contributing 
to the breadth of this differential by virtue of that lack of their 
knowledge of their true costs in supplying private label merchandise 
to distributors and in pricing their own brand of merchandise. We 
feel that their knowledge of the cost in such an instance may not be 
clear enough and that a ‘true evaluation of cost might correct some of 
these wider and most incomprehensible price differentials that exist. 
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We, also, think that the matter of what a manufacturer may be 
doing directly or inadvertently to influence the profitability in the 
resale of his brand with the distributor may have a very great bearing 
on this thing. 

We think that the distributor interest in the private label comes 
down to a large extent to profitability. And if manufacturers are 
doing something incorrectly which makes their own brands not so 

rofitable in comparison with the private label merchandise. Per- 
1aps that should be looked into. 
We feel that the whole matter of cooperative advertising might 
bear upon this question. 

It has been said that cooperative advertising in some instances may 
involve a number of loose dollars that do not get spent—that this re- 
sults possibly, in this money which is furnished by the manufacturers 
to the distributor—in effect being used to finance the distributor 
brands, rather than being applied where it ought to be in terms of 
intent, namely, to promote the manufacturer’s brand. 

But the overall notion that I would like to convey to the subcom- 
mittee is that we are approaching this, we think, in an evenhanded 
way, in a scholarly way, with the overall industry interests in view, 
rather than with our own narrow view in mind. It is not to be an 
antiprivate label study, but rather a study aimed at providing the 
consumer, ultimately, with a freedom of choice, so that she can make 
the choice. 

I have talked at too great a length, but I did want to have the phil- 
osophy presented that is behind it. 

Mr. Roosevettr. We appreciate that. 

We will have to take a recess to answer the quorum call. We will be 
back in a few seconds. I think that we have time for you to answer 
maybe one question here. 

What commodities do you now see a trend developing into in this 
industry, toward integration ? 

Mr. onomens. You mean the trend toward private brands? 

Mr. Roosevetr. Yes. 

Mr. Brneuam. Well, it varies a great deal among commodities. I 
believe that those commodities which are heavy traffic items, where 
there is, perhaps, no longer so much new product development, items 
that have become big and established, which are traffic builders per- 
haps for the distributor, these are the items which I believe generally 
tend to be more in the private label category. Not entirely so, but that 
is an area where such problems tend to exist. I do not think they tend 
to exist so much in areas where you have a continuous flow of new 
product development, because manufacturers are outstanding in mak- 
ing new products, and it is hard for the distributor to take on that 
function of development. 

Historically, private label has been important in items like, perhaps, 
coffee and margarine, and more recently, perhaps, certain frozen 
items—orange juice, and items of that kind—which have become big, 
and which are sort of traffic builders. 

Mr. Roosrveir. Do you find in any of these fields any possibility 
of the source of supply being monopolized—I am thinking of frozen 
orange juice, as a concrete example. 

Mr. Brneuam. No, sir; offhand I would not know of any such in- 
stance. We cover so many items in our association it is hard to be 
semiexpert, even on any. 
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It would seem that supplies are available for both distributor and 
manufacturer firms. We would not know of any corner on supply 
that would have any bearing on that. 

Mr. Roosevett. Son see no danger of that in the present trend to- 
ward complete integration by the chains? 

Mr. Bincuam. Not at the moment. However, the distributor has 
one important item—it is not a monopoly—that is the wrong word 
to use, he has an important control. And this control is over the 
shelves in his store. ‘ 

Of course, he should have that. But this is the point at which mer- 
chandise reaches the consumer. So that the critical point as to 
whether you do have freedom of choice as to those shelves. 

Mr. Roosevett. When we come back, I wish that you would discuss 
for a moment the philosophy as to how much freedom should be given 
to the retail outlet for oe goes onto those shelves. In other words 
you, certainly, would not deny him the right, if he was in a big op- 
eration, to put his private brand almost exclusively on there, to any- 
body else’s or would you? 

r. Brncuam. We would like to convince him with facts, figures, 
sales talks, and in many other way possible to give the manufacturer 
a chance to get through to the consumer. I would not restrict him in 
a legislative sense. We would like to convince him in an economic 
sense. 

Mr. Roosevett. The committee will stand in recess for 15 minutes. 

(A short recess was taken.) 

Mr. Roosrvett. The committee will come to order, please. 

Mr. MacIntyre, do you have any questions at this point? 

Mr. MacIntyre. Mr. Chairman, I do have a few questions I would 
like to develop. 

Mr. Bingham, during the course of your presentation of your pre- 
pared statement you mentioned something about distributors manip- 
ulating shelf space. 

Would you please explain fully what you meant by that statement ? 

Mr. Brncuam. Yes, sir. 

In any supermarket today, any good one, you are likely, if you hunt 
hard enough, and in some of them you do not have to hunt so hard, 
to find a selection of brands, a selection of sizes, a selection of types. 

It has been our observation, based upon what we occasionally see 
in the stores, and what manufacturers tell us, that on certain items 
where the private label has become an important factor the housewife 
has difficulty in finding the competitive manufacturer’s brand. 

Now, there are all sorts and kinds of shelf locations within a super- 
market. In general, those which are most favorable to catching the 
consumer’s attention, and it is impertant that you catch her atten- 
tion, because she is faced with, perhaps, 7,000 items, the most impor- 
tant shelf location is one which is easily seen. That does not have to 
be exactly eye level. But at least when merchandise is on the lowest 
of all shelves or, perhaps, even under the shelf, on the floor, this then 
does become a difficult thing for the housewife to discover. The 
tendency is if she looks and cannot find it, if she is not too loyal to the 
brand, and does not stand too much on her rights, she may take that 
which comes most easily as her purchase for the day. 

There are some instances in which the manufacturer’s item is even 
more hidden than that. But I would not go so far as to charge at all 
that that was a general situation. 
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We have made some sample studies, and some other sample studies 
have been made, which would indicate that on the average particu- 
larly in larger chains, although it is not uniformly there, that the 
manufacturer’s shelf location is not nearly as good as the shelf loca- 
tion of the private label. 

There is also another point I think in that connection, and that is 
the matter not of the location on the shelf but rather the number of 
facings which is given to the commodity. 

We have reason to believe, again based on general observation, 
and a few sample studies, that in some stores the number of facings 
given to the private label merchandise, is far greater than the rate of 
sale of that merchandise would justify. 

I hope that in a roundabout way answers your question as to what 
we meant by manipulation. 

Mr. MacInryre. Then it is correct to say, you think, that the large 
distributors in manipulating shelf space do it to the disadvantage of 
brands other than their own brands or labels ? 

Mr. Brncuam. Well, sir, where that occurs I think what you said is 
correct. 

The one thing I do not want to appear on the record is any general 
allegation on our part that all large chains do these things, if it can 
be clear in that respect. 

This does occur. It just is not alleged that it occurs in all such 
instances. 

Mr. MacInryre. Now, to follow that same problem into what we 
understand was a recent occurrence. A large chain acquired a smaller 
chain in the Texas area, and thereafter it moved to push private 
brands of its own in the stores it aequired. 

Do you know of any occurrence of that kind? Can you explain 
to the committee what occurs generally in such a situation ¢ 

Mr. Bincuam. Well, I do not think I am at liberty or even am 
quite certain enough to name names in this instance, but there have 
been some acquisitions, I believe, by large chains in various parts of 
the country where heretofore they have not operated. 

They may have purchased good local chain operations or other good 
local operations, and the purchasing large chain has had its own label 
of certain merchandise. 

Well, as the stores are taken over, I suppose it is a natural occurrence 
for the chain to wish to sell its own brand of merchandise in this 
new area where such brand of merchandise was not known, and if 
the stores are of a fixed size, what happens and what has happened, 
as we have had it reported to us, is that the chain’s own label has, in 
effect, replaced some manufacturer’s label in that category of mer- 
chandise, whatever the category might have been. 

So I believe that is the thing you have in mind, that the chain does 
move in, in some instances, with its own distributor brand, and this 
works to the detriment of some manufacturers’ brands if the total 
quantity shelved is constant. 

Mr. MacIntyre. Assuming that the brand that is replaced was 
that of a small manufacturer or processor in the area, such as a small 
canner, then what happens to the canner ? 

Mr. Bryenam. Well, he has to work harder to find some business 
elsewhere if he can no longer sell to the same group of stores that 
he previously supplied. 
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Mr. MacInryre. If the acquiring chain buys out the principal dis- 
tributive outlets and takes over the stores in the area, what can the 
supplier do? 

Mr. Brneuam. I am not certain what he would do, sir. I do think 
anybody who loses his business has a definite incentive to try to pick 
it up somewhere else. Very few people can afford to lose business. 

He would try to make his promotions more persuasive. He might 
try to reach out into other areas. 

[I suppose it is even conceivable that he might become a private 

label supplier. A number of things are possible. 

I do not know what he did or what they did do in these number of 
individual instances. 

Mr. MacInryre. But to the small businessman, engaged in canning 
or processing, the merger movement is a large problem. 

Mr. Brneuam. Again, without saying this is an allegation, that 
this kind of thing is always general or that it alw: ays happens, where 
it has happened it has tended to harm the smaller man because he 
might have been the second or third brand, and if you are discontinu- 
ing r brands that is the kind you probably discontinue. 

Mr. Rooseveir. You raised a point in my mind I meant to ask you 
about earlier. When you have an independent manufacturer, such 
as, let us say, Mr. A, and he is forced for good reasons, and then 
becomes a private manufacturer, can he find ‘himself in the position 
where he is turning out a product for a private label which is exactly 
the same as the product under another label that he is selling some 
other place, without the public knowing about it? 

Mr. Brneuam. I think he could. I think that situation varies a 
good bit. There are a number of manufacturers who have both their 
own brand and also supply private label merchandise. 

Mr. Roosevetr. In other words, I can buy a can of peas made by 
the Zebra Pea Co., and some other brand will be coming from exactly 
the same place and be exactly the same kind, but so far as the house- 
wife knows she has no way of telling the difference ? 

Mr. Brncuam. I wish I could give you a simple answer to your 
question. 

It is true in some cases that an identical or nearly identical item 
would be packed. 

It might also be true, and I think this, perhaps, might predominate 
in the fruit and vegetable area, that the quality or grade of merchan- 
dise packed for the private label might be quite adequate, might be 
quite good, but it might fall in those qualities which I believe are 
described as “standard” rather than in terms of the premium mer- 
chandise used for the manufacturer’s brand. But it could be that the 

same identical quality of item was supplied under both labels. 

Mr. Roosrvetr. Thank you. 

Mr. MacIntyre. Have you found that usually the large distribu- 
tors are buying the private brands which are, of course, of the same 
quality as manufacturers’ brands, at lower prices ? 

You mentioned a price differential in your prepared statement. 
Isn’t that what you were referring to? 

Mr. Bincuam. Yes. I hate to make a comment about the general- 
ity of this situation. 

Mr. Roosrvetr. Let us make it specific. Let us take a particular 
thing. 
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Mr. Brncuam. I think the great difficulty is that these items appear 
to the consumer to be identical items or nearly so, if she uses them. 

The only thing that stands in the way of that is her experience with 
one or another of the products over a period of time and, perhaps, the 
greater communications which the manufacturer may ‘make to her 
about hisown brand. One of the problems, I would say, for the indus- 
try is that the homemaker may not see enough of a quality differential 
among them to justify and explain the price differential, and if this be 
the case then the private label merchandise does tend to have an 
economic advantage. 

Mr. MacIntyre. In addition to the price differential, is it not your 
experience and knowledge that some of the large distributors do 
demand gratuities and even a matter of shop employment in order 
to stock the brand of the manufacturer at openings ¢ 

Mr. Brneuam. Yes. 

A couple of years ago we at GMA, and I also would say distributor 
organizations themselves, were concerned about something known 
broadly as wheeling and dealing. One kept hearing stories about $5 
= store in order to get the items stocked, or about a requirement that 

eys to a Cadillac might appear on somebody’s desk, things of this 
kind, as a kind of — to having the items stocked. 

This might, perhaps, apply especially to new items which were com- 
ing out, and the manufacturer was seeking distribution on them. 

I want to say these stories have been continuous, and while we have 
not personally observed this firsthand, it has been reported to us in 
enough instances that we firmly believe that this kind of thing did go 
on at that time, is still going on to some extent. 

The only amendment I would like to make in your question about, 
again, the generality of the thing is this: We do not necessarily feel 
that large distributors asa class are doing this. We feel this is a thing 
which does occur, but we would not want to pick out any one class of 
distributor and say that these are the people who are doing it. 

We know by virtue of our action with these various distributor 
association committees that all of the organizations are quite interested 
in cleaning up any malpractices that there may be 

Mr. MacIntyre. You have members of your organization located in 
the area of California and engaged in packing, that is, canning, out 
there ; do you not? 


Mr. Brneuam. We do. 

Mr. MacIntyre. Have they informed you about any situation exist- 
ing there where pressure is put on by large buying groups to get pre- 
ferred treatment over and above that given anyone who cannot ap- 
proach them in that way with that pressure ? 

Mr. Brneuam. Yes. There are some stories that do come out of 
California, and the reference is usually to something known as Cali- 
fornia Street. 

This, as I understand it, and it is only what has been reported to me, 
is a location where some distributors maintain buying offices, particu- 
larly for canned fruits and vegetables, and I believe particularly for 
California canned fruits and vegetables. 

The extent to which pressure is exerted is a difficult thing to meas- 
ure. One of the points often made about California Street : To some 
extent, these are buying offices where the distributors are buying dis- 
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tributor brands, private label, and there is not, of course, any exact 
and direct comparison between that and the national brand. 

On the other hand, one does hear that pressure is occasionally ex- 
erted right with respect to the purchase of national brands, not just 
the purchase of private label merchandise. 

Mr. MacInryre. Do buying offices secure preferred treatment for 
their principals?) Do small distributors who cannot maintain such 
offices fail to get such preferred treatment? Is that what you are 
saying ? 

We fesse, I am saying that this is what is reported to us, that 
California Street is the place where the low prices are achieved. 

Mr. MacIntyre. A small grocery store in West Virginia, unable 
to establish its buying office out there, would not get into the same 
class, is that correct ? 

Mr. Bincuam. That would certainly be the presumption. 

Mr. MacInryre. Do you have any knowledge about cooperative 
advertising engaged in by large distributors and members of your 
“nee ? 

Mr. Brncuam. Yes, sir. 

Mr. MacIntyre. Will you explain to the committee what you know 
about that ? 

Mr. Bincuam. Yes. 

We have discussed cooperative advertising at great length at prob- 
ably every one of our meetings from 1908 forward. 

It is at least our view from this point in history that cooperating 
advertising was originally entered into for the purpose of allowing 
the manufacturer to contract with the distributor to pay part of the 
cost of the retail advertising of the brand name of his product, to 
move products, to promote the manufacturer’s brand name. 

We feel that over a period of time the practice has gotten a little 
out of kilter with the original intended purpose. One of the difficul- 
ties has been that the approach has been in terms of an old standard 
type of contract. 

Now, this old standard type of contract provided for a payment of 
some kind—I will say a few words later about the basis on which 
such payments are made—calling for a regular insertion of, perhaps, 
a one-inch ad in the grocer’s regular advertising. 

Well, this has eventuated from a promotion standpoint into this 
kind of thing: the retailer’s ad may appear on Thursday, and there 
may be, I do not know how many, a great number of these little boxes, 
perhaps with a price put in, this brand of soap, this brand of canned 
beans, and something else. 

It is our feeling from a marketing standpoint that this accomplishes 
very little good; that the money put into this is a kind of mechanical 
thing from the standpoint both of the manufacturer and the dis- 
tributor; that the distributor does it in order to collect his advertis- 
ing payment; that it really exercises little benefit in the moving of 
merchandise, and we again have been at work with the distributor 
organizations to try to come up with a set of basic principles which 
should be observed in cooperative advertising, to get it actually todo a 
job, rather than for it to be money down the rathole which, in some 
cases, it has been now. 
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I am sure you are interested in more than just the mechanics and 
the marketing of this, are you not? Did you not have something 
more behind that question, sir? 

Mr. MacInryre. Yes. 

We wondered whether or not you knew anything about the inade- 
quate performance on the part of those who get the advertising allow- 
ance to perform in advertising. 

Mr. Brneuam. Well, I have made a mechanical point about inade- 
quate performance, but that really is not the distributor’s point. 

The contract is really written that way as to call for it. You get 
that kind of compliance, and it does not do much of a selling job, 
and that is about it. 

There is more to that story than that one, of course. Possibly that 
gets down to things that are like cooperative advertising and not, 
perhaps, within the confines of the contract, where a distributor may 
want to have an anniversary sale or he may want to have some other 
occasion whereby he seeks a payment from the manufacturer, and 
the question can always be raised in this instance as to—— 

Mr. MacIntyre. Will you explain what those things are, those 
things that you have in mind? 

Mr. Bincuam. Well, a store might get to be 10 years old, or the 
manager might get to be 55, or there might be some other occasion, 
which could be used by the distributor for holding some kind of a 
promotion, and he might go to the manufacturer with a request that the 
manufacturer pay a certain amount of money to contribute to this 
promotion. 

Of course, the great problem with that is if a manufacturer goes 
into one, how can he, on proportionally equal terms, do all these things 
if one distributor wants $1,000 and another distributor wants $500, 
and there is no plan to it. 

The general meeting of minds, I would say, among the leadership 
groups in distribution and manufacturing is that a manufacturer 
should participate in such anniversary sales and other events only to 
the extent that his contract provides for this and provides for doing 
it in proportionally equal terms, and that the money paid out in that 
way is money that is not then paid out in some other way. 

Mr. MacIntyre. Would you say that because that is not being done 
now that there is some need for further attention to enforcement or 
strengthening of the laws against discriminatory practices, such as the 
Robinson-Patman Act? 

Mr. Brneuam. Yes, sir. We have looked at the Robinson-Patman 
Act situation, of course, on many occasions. In general, it is our feel- 
ing that it is a good act. If there are things wrong here, they are 
wrong with the observance and enforcement. Again to bring out 
the point that these practices are not always general among distribu- 
tors, and that distributor leadership recognizes the problem, I would 
like to insert into the record, if I may, our “Trade Practice Attitudes” 
pamphlet. This is Mr. Willis’ summary of the general meeting of 
minds within the food industry as to good practice in these areas. 

Mr. Roosevetr. Without objection, the exhibit will be placed in the 
record. 
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(The document referred to follows :) 


TRADE PRACTICE ATTITUDES 


As interpreted by Paul 8. Willis, president, Grocery Manufacturers of America, 
Inc. 


During the past 7 months, I have participated in many joint meetings of GMA 
distributor committees in various parts of the United States, where we frankly 
discussed important trade practices. 

The following statement represents my interpretation of the attitudes which 
were expressed by manufacturers and distributors. 


PAYMENTS FOR ADVERTISING AND PROMOTIONAL SERVICES 


Distributors feel that current cooperative advertising contracts which gen- 
erally limit participation to newspapers, handbills, and window posters should 
be broadened to include radio, television, floor displays, and outdoor promotions. 

Distributors fully support that there must be performance of contract and 
evidence of performance submitted before manufacturers should be expected to 
pay. 

Manufacturers contend that they should not be called upon by distributors to 
pay extra money for participating in their special events. For such extra pay- 
ments legally obligate manufacturers to offer proportionately equal payments to 
all competing dealers, which is impractical. 

Manufacturers may participate in distributors’ special events which qualify 
under the terms of the performance of the contract when such cost is applied to 
the regular cooperative advertising contract available to competing dealers. 

Contract forms should be short, simple, understandable, and practical. They 
should be reviewed periodically, and when necessary revised to fit changing 
conditions. 

Cooperative advertising and promotional arrangements should appropriately 
emanate from manufacturers. 

Distributors feel that manufacturers can no longer handle cooperative ad- 
vertising arrangements on a mass basis, and that they need to give considera- 
tion to what each distributor can especially do promotionwise, and then work 
out some arrangement. Manufacturers agree in principle, but find it difficult 
to do so and at the same time comply with the Robinson-Patman law. 

Distributors feel that they should receive a prompt check from manufacturers 
upon submittal of their cooperative advertising bill and the performance evi- 
dence. Manufacturers say that some distributors are tardy in submitting their 
invoices. 


DEAL MERCHANDISE 


Manufacturers are asked to give distributors from 4 to 6 weeks’ notice about 
forthcoming deals in order to give them an opportunity to dispose of their regu- 
lar stock, and also so they can plan a tiein. 

Distributors contend that manufacturers should allocate enough cases to each 
distributor to stock his stores with sufficient merchandise to justify the promo- 
tion. The proper quantity can best be arrived at by manufacturer and dis- 
tributor working it out together, thus avoiding underbuying and overbuying. 

There should be a fixed policy covering the termination date, whether the dis- 
tributor can place one or two orders and when is the final shipping date. When 
a deal is over it should be over for everybody simultaneously. 

Distributors have expressed great annoyance about overlapping deals on the 
same product. Having two or more different deals of the same product in the 
warehouse and in the stores at the same time creates confusion and irritation. 
Sometimes overbuying brings about such a condition. 

Distributors say that a deal should be practical and desirable for them as 
well as for the manufacturer. It should carry the same or better mark-up op- 
portunity that applies to the regular item. 

When distributors take in special pack merchandise their regular pack be- 
comes dead inventory. (This ties up extra money and uses up warehouse 
space.) They feel that manufacturers should give them an extra 30-day dating 
on the deal inventory or on the special pack shipment. 

Distributors directed some criticism at overlapping territorial deals. Particu- 
lar concern was expressed in overlapping markets where deals are offered to 








128 SMALL BUSINESS PROBLEMS IN FOOD DISTRIBUTION 


one operator through his buying office or wholesaler in a given area without 
Similar benefit to another operator whose buying office or wholesaler serves him 
from another area. They contend that this gives one operator a price advantage 
over another and works a hardship on the distributor. When such situations 


occur in selected test markets, manufacturers might well advise dealers in adja- 
cent areas about the tests. 


POINT-OF-SALE MATERIAL 


While distributors noted general improvement in manufacturers’ display 
material, they also reported that at least two-thirds of the material they receive 
now from manufacturers is still wasted. They contend that a manufacturer 
can no longer handle display material on a mass basis. 

They suggest that manufacturers discuss this matter with each customer to 
find out the kind of material that is usable, the quantities they can actually use, 
when they want it, and how they intend to use it. Because the material that 
is acceptable varies by distributors and by territories, consideration must be 
given to these factors. 

Distributors say that promotional material should be considered somewhat 
like merchandise. Manufacturer and distributor together should discuss the 
matter, decide on what they want, and then order it in the same fashion as 
merchandise on appropriate requisition forms. 


PROMOTIONS 


Distributors say that they like promotions. Generally, they need from 4 to 6 
weeks’ advance information about forthcoming promotions and advertising 
campaigns in order to tie in with them. Some distributors require 6 to 8 weeks’ 
advance notice. The longer time applies especially where the merchandise 
moves a great distance. 

It is important for each manufacturer to find out who is the right person 
with each distributor to receive this information and to make a special effort to 
see that he gets it. It varies with distributors as to who is this right man. 
Sometimes it is the buyer, sometimes the advertising manager, sometimes the 
sales manager. It is important that you find out in each instance who that 
right man is. 

COUPONS 


While there has been an overall improvement in the handling of coupons, dis- 
tributors point out the reappearance of coupons which vary in size from the 
specifications set forth in the GMA booklet, and which are difficult and costly 
to handle. Ragged-edge coupons torn out of newspapers and magazines are very 
costly to handle. 

Distributors recommend that manufacturers review their coupon operations 
to see that they are in compliance with suggestions incorporated in the GMA 
booklet. The persons in charge of handling coupons for manufacturers should 
be instructed to comply with these suggestions and this applies equally to 
advertising agencies. 

SALESMEN AT HEADQUARTERS 


When the manufacturer’s salesman calls on buyers he should be fully qualified 
to present all essential information covering his products, advertising schedules, 
promotional propositions, shipping data, etc. 

Some distributors don’t want manufacturers’ salesmen calling on their buyers 
simply to pick up routine orders which are automatically and preferably mailed 
or phoned in. They prefer to have salesmen limit their calls to such times when 
they have something special to present. This is not generally the case, and it 
is up to manufacturers to find out in each instance how their customers like to 
be served. 

Distributors are asked to periodically review their system of interviewing 
salesmen to see if ‘“‘waiting time” can be further reduced ; and also, to revise their 
“appointment” system where necessary in order to avoid the long delays which 
manufacturers’ salesmen sometimes experience in seeing buyers. 


SALESMEN AT STORES 


In order to keep the “welcome” sign out for salesmen calling on stores, it is 
increasingly important for manufacturers to carefully plan their work, so that 
it benefits the distributor as well as the manufacturer. 
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NEW PRODUCTS 


The presentation of a new product should be aecompanied with samples of the 
product, full information about prices, information covering the results of re- 
search and marketing tests, promotional and advertising plans—complete infor- 
mation. Buyers generally prefer to have such presentations made in person 
instead of by mail. 

In such instances where the proposition is turned down, the distributors say 
that the manufacturer is entitled to have a report stating the reason for that 
decision. 


COMMUNICATIONS 


The overall subject of communications has been lengthily discussed at all 
recent meetings. The more we talk about the subject, the greater becomes the 
appreciation of the fact that there is need for improving communication facili- 
ties at all levels. 

This applies especially to communications between manufacturers and distrib- 
utors; between top management of manufacturers and their department heads 
and fieldmen ; between top management heads, buyers, fieldmen, and store man- 
agers. 

And, it applies to having communication facilities in supermarkets where 
consumers can conveniently make known their desires. Manufacturers contend 
that the absence of such facilities impairs the effectiveness of their advertising 
with a loss of sales for all concerned. 

The .management of each distributor and manufacturer is strongly urged 
to carefully investigate communications and to set up a policy which will assure 
the effective flow of communications to whomever they are directed. 

It is recommended that following any joint meetings of GMA-distributor 
groups that the highlights of the discussions be adequately circulated among 
the respective member-companies, who in turn should further distribute this in- 
formation among their own people. 


BUYING COMMITTEES 


Buying committees are seemingly here to stay. It behooves each manufac- 
turer to find out how best to work with each individual distributor. The setup 
of buying committees varies with distributors. 

Distributors suggest that the manufacturer’s salesman should be prepared to 
make a complete presentation of his proposition to the proper buyer. He should 
leave with him a statement containing all essential information along with 
samples of the product, specific advertising schedules, and everything else the 
buyer needs in order to make an intelligent presentation to the buying 
committee. 

In such instances where the proposition is turned down, the distributors say 
the manufacturer is entitled to have a report stating the reas )n for that decision. 

Many distributors now have written forms for supplying the desired informa- 
tion, which forms are available to manufacturers. 


OUT OF STOCK—INADEQUATE SHELF STOCKS 


This subject has been lengthily discussed at our meetings. There is a full 
appreciation of the loss of. business which results from the above situations. 
Everybody loses from an out of stock or inadequate shelf condition. 

Many different factors contribute to this situation, and the matter is getting 
a lot of attention and will be discussed further at joint GMA-distributor com- 
mittee meetings. 

SPOT FOR PRICE MARKING 


Distributors point out the real saving in labor cost that results when the pack- 
ages carry a spot for the marking of prices. They prefer a size the equivalent 
of a quarter or 50-cent piece, and want such spots on top of the package. This 
has such labor-saving advantages that decisions on what brand to stock is some- 
times influenced by the package with proper marking facilities. 


SHIPPING CASES 


Distributors say that many manufacturers have revised their shipping cases 
after the GMA booklet, and that these improvements have enabled them to re- 
duce handling costs. They suggest that manufacturers periodically discuss 
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their shipping cases with distributors to see if they are designed for the most 
efficient and economical handling. 

Standardization of size and shape, better identification, the packing of the 
proper number of units per case in relation to turnover—these are all factors 
to be considered. 

Concerning tear-strip shipping cases, the experience to date is that the men 
continue to cut open the cases and thereby the original purpose is lost. Because 
of this, a number of manufacturers have discontinued using tear-strip. Distrib- 
utors plan to look into this matter in their own operations, and a joint study 
is contemplated. 

TRANSPORTATION 


There is a growing appreciation of the real impact that transportation and dis- 
tribution have on total operations. It is not only important from the standpoint 
of cost, but the success of a business hinges upon getting the goods delivered 
promptly and properly. Distributors suggest that each manufacturer carefully 
review his pricing methods to see whether quantity differentials are properly 
related to differences in delivery costs; and whether such price differentials 
(complying with the Robinson-Patman law) offer sufficient inducement to dis- 
tributors to regulate their purchases whereby the lowest cost of delivery can be 
applied. 

The GMA traffic committee is making a careful study of this matter, and it is 
also working jointly with the traffic committees of distributor groups to see how 
costs can be reduced and services improved. 


STANDARD INVOICE FORM 


Distributors have stressed the importance of working toward a standard in- 
voice form in which all essential information such as terms, discounts, quanti- 
ties, and the like would appear in a uniform place on the invoice to facilitate 
the job of the accounts payable clerks in processing invoices. They contend that 
such standardization would result in the savings of hundreds of clerical man- 
hours, and the elimination of the great welter of confusion that now exists. 

A distributor committee is now working on this, and will submit a recom- 
mended format. 

Distributors request manufacturers to attach bill of lading to the invoice. 
Where this is not practical, then the invoice should show the car number and 
routing. 


COMPLYING WITH ROBINSON-PATMAN LAW 


We talked a lot about “wheeling and dealing” and alleged violations of the 
Robinson-Patman law. Such practices are unfair to concerns that operate 
within the law and oftentimes they lose business to competitors who ignore the 
law. Such illegal or tricky practices retard rather than contribute to the sound 
building of business for they focus attention on getting or giving the best deal 
rather than promoting the expansion of purchases by the consumer. 

Even though leading manufacturers and distributors denounce such practices, 
they continue to prevail in the marketplace. Manufacturers and distributors 
are in complete agreement on the need of doing everything possible to promote 
compliance with the Robinson-Patman law. Since it is evident that we cannot 
depend very much on the Government to effectively police such operations, there- 
fore, it behooves the manufacturers and distributors, as leaders in this industry, 
to promote, encourage, and practice fair dealings. 


Mr. MacIntyre. Now, going back to the cooperative advertising 
allowances you have discussed so much, some of that is done espe- 
cially with large distributors on the so-called national rate; that is, 
they are paid on a national rate; is that correct ? 

Mr. Brncuam. Well, sir, I do not think that one would limit it to 
national distributors, but the history of the thing is something like 
this; Cooperative advertising grew up; it did refer to advertising; it 
referred pretty largely to newspaper advertising and, of course, some 
basis of payment had to be arrived at. 

Now, if the manufacturer were advertising his own product in a 
newspaper, he would be paying the national line rate. This is what 
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it would cost him, and as the practice grew up it became customary 
in such contracts "for manufacturers to pay an amount to the dis- 
tributor, which was the cost of the advertising which the distributor 
placed, but that cost was figured in such contracts at the national line 
rate. 

Now, the national line rate is generally a good bit higher than the 
actual local rate which the distributor, in placing his advertising, 
might actually have to pay. So that there did arise a differential be- 
tween the two. 

Now, distributors have argued, I think with some merit, that this 
difference is not all profit, that there are costs of complying with a 
contract of this type. 

Manufacturers generally do, at least in terms of the contract, re- 
quire per formance in the filing of tearsheets, recordkeeping, and ‘this 
sort of thing, so that the distributor did have some costs which ab- 
sorbed X amount of that difference. 

Nonetheless, in many instances the difference seems to have been too 
great perhaps to have been absorbed by the costs. So I think that 
is what you are talking about. 

The manufacturer pays at the national line rate, the distributor buys 
his advertising at the local rate. There is a difference, and what is 
that difference ? 

Mr. MacIntyre. Where the advertising allowance, say, amounted 
to as much as $100,000 in a year, and it was paid for at the national 
rate but the advertising was actually done at the local rate, that would 
likely give the distributor an extra profit of $50,000 or so; would it 
not ? 

Mr. Brneuam. We have heard of instances in large cities with some 
distributors where the amount of money which they received on their 
cooperative advertising contracts was enough not only to pay for 
the cooperative advertising which they did but also to pay for all the 
rest of their own advertising, plus a profit. 

So that there is a looseness involved in this kind of thing which 
has created some dollars which we think enter into the manufacturer’s 
private brand problem, and deserve further study. 

I do want to correct the record of one possible misapprehension. 
Not all advertising contracts are written on the basis of the national 
line rate. There are other types of contract that make no reference 
to the rates. 

Mr. MacIntyre. Do you have a compilation of the difference be- 
tween these national and local rates that apply to any recent date 
as published by various newspapers ? 

Mr. Brnenam. Well, yes, I have some material here that was pre- 
pared from the A utwies sources, which I will be glad to place in 
the record, or read, or whatever you feel might be desirable. 

Mr. MacIntyre. Mr. Chairman, I would move that it be placed in 
the record as a part of the witness’ testimony instead of having him 
take the time of the committee to read it. 

Mr. Brneuam. It is a substantial compilation. There is nothing 
at all secret about it. It just does relate to the local rates and the 
national rates, and it shows, in effect, what the differentials are. 

Mr. Roosrvett. Without objection it will be accepted as an exhibit 
to be placed in the record at this point. 
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Newspaper rate comparisons—Retail versus general rates—Continued 


[Based on 5,000 lines as of Apr. 1, 1957, unless otherwise noted] 
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Newspaper rate comparisons—Retail versus general rates—Continued 


[Based on 5,000 lines as of Apr. 1, 1957, unless otherwise noted] 
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1 Not available. 
3 Rates in effect Apr. 1, 1956. 

3 Not given. 

4 Rates in effect Jan. 1, 1958. 

§ Estimate. 

* Before combining. 

’ Not member of ABC, 

* 57 cents morning and evening. 
* Less 10 percent. 

%® Combination rate 46 cents. 


Source: Market and Newspaper Statistics, AAAA. 


Mr. MacIntyre. I believe that is all I have at this time, Mr. Chair- 
man. 

Mr. Roosrvetr. Mr. Brown? 

Mr. Brown. Mr. Bingham, we have come a long way since the days 
of the huckster wagon. There is a lot of economic power in these 
food distributors today, is there not? 

Mr. Brneuam. Agreed. 

Mr. Brown. Now, let us take a case in Kansas City that we ran 
into in our milk hearings that this committee conducted. We found 
where there was an exclusive arrangement by the three major national 
chains to handle only one brand of milk from one processing plant. 
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Now, you are familiar with this business. If all other milk han- 
dlers were denied access to any of the three major national chains 
in a market of that size, that would knock them out of even a chance 
at a lot of business, would it not? 

Mr. Brncuam. I think the answer to your question is very obvious. 
Of course, it would. 

Mr. Brown. Do you have any percentage figures as to what they 
might be denied; in other words, what percent of the total volume 
of the market the three major national chains do? 

Mr. Brneuam. Well, sir, that varies a good bit. I think Mr. 
Lloyd will probably tell you, and other ple better qualified than 
I am, that there are some markets where the large chains are, perhaps, 
most substantial, and there are others where the independents or peo- 
ple organized in other ways are very dominant. 

I would not know about Kansas City specifically. The national 
average for all chains, as I think has already been set forth in your 
testimony, is that somewhere between, say, 35 and 40 percent of the 
business is represented by such organizations, but that would go 
beyond any two or three. That would include a substantial num- 
ber. 

So what the Kansas City situation is, sir, I do not know. But if 
it is even the average it would be substantial. 

Mr. Brown. Do you feel that this business of private labeling is 
leading to exclusive brands? 

Sey Pewetiadh Would you give me a little closer definition of what 


you mean by exclusive brands? 
Mr. Brown. Well, for instance, the milk situation—where they just 


handled one brand of milk. Do you think somewhere down the road 
here we are going to get to a point where some of these distributors 
will handle just one brand of this and one brand of that? 

Mr. Brneuam. Well, frankly, we in our operations have not run 
across exactly the kind of thing which you have described here, and 
I take it you are talking about three distributors who have among 
themselves agreed to handle X brand, which may not be their own 
private label. It may be some major supplier’s brand. 

We have not run into anything of that sort. The kind of thing 
that does concern us more, and again we figure that if there is a 
trend here it can be corrected by intelligent action, would be the mat- 
ter that the private label might be very dominant, and that not 
through agreement but just through size, and a few number of buy- 
ers, many manufacturers would be excluded from an important, very 
important, segment of their market outlet. 

But again I do want to say we do not see that that is the situation 
today. That would have to be looked upon as an ultimate thing grow- 
ing out of today, years from now. 

Mr. Brown. Let us take a commodity like coffee. Are private 
labels getting a bigger share today of the coffee sales than they were 
5 years ago ? 

Mr. Brneuam. I am not absolutely certain. We really have not 
studied it enough to know. 

I would say this: As I did mention before, coffee is the type of 
item which, for a number of years, has had pretty substantial private 
label business. 
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Mr. Brown. What about margarine? 

Mr. Brneuam. I am at a loss to comment specifically as to whether 
real gains have been made by private labeling in these areas. 

You see, one of the things we find in this industry is—and I think 
it is healthy—that not all large distributors are necessarily moving 
in the same direction with regard to this brand matter. 

There are some = distributors who within the recent past have 
sort of changed their brand philosophy and have gone from one that 
was pretty heavily on the house-brand side over to favoring manu- 
facturers’ brands somewhat more. 

In both of those cases, however, I would think the presumption was 
that the amount of distributors’ brand commodities has increased. 

Mr. Brown. So that as distributors operate their own factories 
they become competitors of manufacturers of a similar product. In 
the case of margarine and coffee, do the house-brand distributors own 
their own factories and operate them, or do they have working ar- 
rangements ? 

Mr. Brneuam. I can only believe the following is correct because the 
major distributors do not do a great deal of talking about this sort of 
thing, so you just have to rather pick it up. 

I believe it is the case that, with the exception of some of the very 
largest chains, most distributors if they handle house brands, private 
labels, obtain these by purchasing them from suppliers rather than 
by operating their own factories. 

Now, there would be an exception to that in the case of the two or 
three products and in the case of the very largest chains. Other than 
that I think that the manufacturers generally supply it. 

Mr. Brown. On this business of shelf space, and so forth, that is a 
concentration of economic power that could lead to a lot of things. 

Mr. Brneuam. It certainly could. 

Mr. Brown. One other point. On this advertising allowance, how 
does a manufacturer determine who gets what advertising allowance? 

Mr. BineHam. Well, normally he has a contract which specifies 
these things in accordance with some general rule or formula, whereby 
each buyer will then apply the formula to his situation, and then come 
up with the amount of money to which he is entitled as a payment. 

Let us take, for example, the simplest case, which might be where 
the manufacturer requires that cooperative advertising be run, we will 
say, for simplicity once a quarter. 

There should be an advertising feature once a quarter of not less than 
one column inch in the retailer’s normal method of advertising in the 
newspapers that he normally uses. 

The manufacturer would then, perhaps, in this simplest of all con- 
tracts, pay for that 1-inch insertion a quarter at, in your example, the 
national line rate, so that whoever wanted to take advantage and sign 
that contract and did advertise would simply figure this at the national 
line rate in the publications in which he did advertise. 

Mr. Brown. Do your manufacturers make that offer available to 
all stores regardless of size? 

Mr. Brnenam. Yes, sir. 

Mr. Brown. Does it figure out a volume discount, a proportionate 
volume discount ? 

Mr. Brncuam. Well, I think that is a very complicated question to 
which I do not myself have the statistics to answer it. 
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I would say that this has been thought to be, at least for a lon 
period of time, a fairly equal and nondiscriminatory method of offer- 
ing a contract. 

Tow it would work out exactly, I suppose, would depend on what 
newspapers were used by each individual distributor, and what the 
rates were in those particular papers. 

Mr. Brown. Uniess you went into it in detail, it would be impos- 

sible to determine whether it was, in fact, a price discount or actually 
advertising, would it not ? 

Mr. Brneuam. I think, if. i understand your question, that my 
answer to that would be “ Yes.’ 

This is a broad rule which ee been used in an attempt to be offer- 
ing things on proportionally equal terms, but the precise meaning 
of “proportionally equal” in terms of dollars would be something I 
would not know how to work out the answer to. 

There are other types of contracts which would possibly answer that 
question better. Some contracts are not written at all with respect 
to the national line rate. They are rather written with respect to a 
certain per case payment, and for the receipt of this per case payment 
the distributor will enter upon certain agreed upon advertising and 
services. But in that case the payment is ‘based proportionately | upon 
purchases, and then you do find combinations of these two. 

So it does become quite a statistical problem to classify each of these 
various types of contracts. 

Mr. Brown. Thank you, Mr. Bingham. 

One final question. You are an economist, isn’t that correct? 

Mr. Bincuam. Yes, sir. 

Mr. Brown. Well, 10 years ago, when the consumer paid 50 cents a 
dozen for eggs, the farm producer’s share was 40 cents, the spread 
was 10 cents. Last year the farmer’s share of the 50 cents was about 
30 cents; the spread was 20 cents. What, in your opinion, accounted 
for the extra 10 cents? 

Mr. Brnenam. Well, I have tried not to dodge any questions up 
until this point, but I think perhaps I can legitimately dodge that one. 

We fs, with manufacturers, and we deal with those who produce 
many hundreds of products. I really do not know about the fresh 
egg situation, sir, I mean the unprocessed eggs or _ en the processed 


eggs situation. I will dodge that one, if I may. I do not know the 
answer. 


I would like to make a comment about spread, and that is that we in 
GMA have been vitally interested in this matter of spread for a long 
while, and we have worked with some of the farm organizations in 
doing a somewhat more general study of it, and without taking your 
time I would be very glad to bring the committee or to supply the 
committee, with all of ‘the things which we have done on this matter 
of spread, and have you examine it and do with it as you will. 

Mr. Roosevetr. I think that would be very helpful to us, and we 
would appreciate having it. 

Mr. Brown. Thank you. 

Mr. Roosevetr. Mr. Avery ? 

Mr. Avery. Thank you, Mr. Chairman. 

Mr. Bingham, I am intrigued by the name of your organization. 
Why do you call it the Grocery Manufacturers Association? How do 
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you manufacture groceries? How would you go about manufacturing 
a can of peaches? 

Mr. Brncuam. Well, I suppose if you take the Latin, “manufac- 
tured” means handmade, and it is largely done with machinery these 
days. But the concept that we are trying to get across here is the 
processing function. 

Mr. Avery. Why don’t you just say that, why do you call it manu- 
facturing, that is what I am trying to get at. Why don’t you say 
“Grocery Processing Association 2” 

Mr. Brnenam. Well, I really do not know the answer to that be- 
cause they decided on the name before I was around. 

Mr. Avery. I can see you did not evade that question. That is a 
direct answer. 

Mr. Brnenam. But the notion that we try to convey is that these are 
the people who take a product, who change its form in some fashion 
or another. They prepare it, they cook it, they can it, they do lots of 
things with it. “As distinguished from people who just handle the 
product in the distribution channel, we change the form of the product. 

Mr. Avery. Very obviously you ‘change the form. I followed your 
statement through, and the idea occurred to me that actually you do 
not manufacture anything, do you? 

All you do is change the form which would be more properly de- 
scribed as processing rather than manufacturing by the conventional 
definition, at least. 

Mr. Brnenam. I have no special brief for the word “manufacture.” 
Althouch food processing is classified as manufacturing in all the 
Federal Government statistics. It just happens like my name, it was 
given to me. 

Mr. Avery. It would not lend any particular light to these hear- 
ines anyhow. It was just a matter more of curiosity on my part than 
anvthing else. 

You have talked more about the private brands and the economic 
impact of private brands on the distribution industry. Do any of 
the members of your association have their own private retail outlets? 

Mr. Brncuam. To the best of my knowledge, sir, they do not. 

Mr. Avery. They do not. 

Mr. Roosrver'r. Would the gentleman yield? 

Mr. Avery. Yes. 

Mr. Roosrvetr. There are many food manufacturers, though, proc- 
essors who, however, are completely integrated; isn’t that so? They 
just do not happen to be members of your association. 

Mr. Brnenam. Well, it is probably because I do not understand your 
question. I donot believe they are. 

Mr. Roosrvetr. You mean no chain has bought a processing plant 
and uses it ? 

Mr. Brnenam. Well, let us go back to the definitions, then, as to 
GMA and its members. I think that what you are talking about we 
would call a manufacturing retailer. 

The A. & P. or any large chain which had its own factories, one 
might think of as primarily a distributor who had then taken on proc- 
essing facilities. 

At GMA our member companies are people who are primarily 
processors or manufacturers. This is their primary line of business, 
and they do not sell exclusively through any type of retail outlet. 
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They hope to get distribution through any and all retail food stores. 

So possibly this exclusive tieup thing that you get with a manufac- 
turing retailer is what you wonder about. We do not have such people 
in our membership. 

Mr. Avery. Then, maybe this might clear that up a little bit: Is any 
distributor who owns a processing plant excluded from your member- 
ship by the rules of the association ? 

Mr. Brnenam. The definition of our association is that the man 
shall be, pardon the expression, a manufacturer 

Mr. Avery. What is that ? 

Mr. Brneuam. A manufacturer who sells his product through and 
tothe grovery channel under his own brand name. 

Mr. Avery. Through and to? 

Mr. Brnenam. Yes. 

Mr. Avery. Then, without giving it any lengthy analysis, it would 
seem to me that he probably would be precluded from membership if 
he owned his own retail outlet. ' 

Mr. Brnenam. Well, we have not had the issue come up as a true 
thing. Ifa person is primarily a retailer who sells his own brand 
only through his own establishments, he is not a member of our organ- 
ization by definition. 

Mr. Avery. I do not want to belabor this point, but I am wondering 
if your type of operation isn’t exactly the type of operation we want 
to look at closely in this series of hearings. Have you supplied for 
the record the members of your association ? 

Mr. Brneuam. No, sir; I believe we have not, to the best of my 
knowledge. I do not know that we have been asked to do so, sir. Per- 
haps you are asking. 

Mr. Avery. Mr. Chairman, I do not believe it needs to be made a 
part of the printed record, but could a list of the members of the 
Grocery Manufacturers Association be supplied to the committee? 

Mr. Roosrvetr. Have you any objection to that, Mr. Bingham? 

Mr. Brneuam. I have none. We do hope that it can be used for the 
committee’s own internal guidance rather than being made a part of 
the public record since we normally do not broadcast it and publish 
it. But, of course, for the purposes of the committee, I am sure it 
will be in order. 

Mr. Roosevetr. It will be accepted, then, and kept in the committee 
records. 

Mr. Avery. In respect to private brands, who sets the standards 
for private brands, generally speaking? Does a retail distributor, 
if he wants to order a certain brand of peaches, would he prescribe 
to you the density of the sirup and the number of halves as com- 
pared with the amount of juice in each can or does the manufacturer 
usually go to the retail outlet and say, “We have got x number of 
choices here. We will put your label on any one of the varities or 
any one of the qualities that we are presently processing.” 

Mr. Brnenam. Well, sir, until we have completed our study I would 
not have the answer to that question. 

I would have the feeling that it occurred differently in different 
industries, and I would think that might be a question to which you 
could get a more specific answer from the individual product asso- 
ciation people who may appear before your group. I just do not 
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know which is the more general situation. 
both things occur. 

Mr. Avery. It probably could work both ways depending on the 
circumstances ¢ 

Mr. Brxeuam. On the market situation, I would think. 

Mr. Avery. I would like to ask you the same question that I asked 
this morning of Mr. Flint, and it probably should be more properly 
directed to you in the first place. 

Have any members of your association divested themselves of Fed- 
eral Trade Commission jurisdiction by virtue of their acquiring a 
meat processing plant ? 

Mr. Brnenam. I know the issue that is involved in this thing. 

Mr. Avery. I thought you would. 

Mr. Bincuam. To the best of my knowledge none of our member 
companies have done that, and I, of course, should say we do have 
some meatpacking companies who are members, people who have 
always been meatpackers, and I take it you are not talking about 
that kind of case. 

Mr. Avery. That is a pretty clear-cut case so far as the meatpackers 
are concerned. 

Mr. Brneuam. I would then say to the best of my knowledge none 
of our people have. 

Mr. Avery. I believe you were discussing with Mr. Brown, I be- 
lieve it was, some of these trade practices as, for example, using a 
preferential shelf display, and related trade practices like that that 
have come under the purview of the Federal Trade Commission his- 
torically for quite a number of years. 

I would wonder whether the mere fact that some manufacturers 
may no longer be under the jurisdiction of the Federal Trade Com- 
mission could have contributed to those trade problems that you are 
discussing. 

Mr. Brncuam. I would say again, always admitting the possibility 
that you can be wrong in a specific instance, I am just not aware that 
the thing you are talking about here really applies to our people at 
all. Iam not aware Aa been doing this at all. 

Mr. Avery. I think that is all, Mr. Chairman. 

Mr. Roosrevetr. Mr. Bingham, I wanted to go back and make sure 
in my own mind I understood your answer to the question I asked 
you a little earlier. 

It is perfectly possible today for the A. & P., let us say, to give— 
and I am just using it as an example—to give one of your manufac- 
turers an order for a can of peaches to be delivered under their brand, 
although you, as a manufacturer, are making it, and then the Giant 
Food Stores to come along and do exactly the same thing, and to get 
exactly the same product, and each to be able to advertise that the 
public was getting a can of peaches made to the order of A. & P. when, 
in actuality, it is just made similarly to Giant’s or anybody else’s. 

Mr. Bincuam. I do not want to evade. I think that that is true. 
I do not know with respect to any labeling, detailed labeling, provisions 
or something of that sort just exactly what might apply. But I would 
certainly think it might be possible for several distributors to buy 
from a manufacturer a private label, which would be identical as 
among those buying. 


I would suppose that 
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Mr. Roosrvett. I only mention it because this came up in an en- 
tirely different field, in the petroleum industry. I was a little bit 
shocked one day when I found I could buy a gallon or tankful of Rich- 
field when, in reality, I was buying Shell, without my knowing it. 

This goes against my grain a little bit. it just does not seem quite 
honest as far as the general public is concerned. 

Mr. Brown. Would the gentleman yield ? 

Mr. Roosrverr. Yes. 

Mr. Brown. In the field of cereal, for example, it is the practice, 
is it not, that there is a certain private label product that is made 
available to all who purchase private labels from a particular com- 
pany, so it is all the same; isn’t it ? 

Mr. Brnecuam. That might be the case, I am not aware of the spe- 
cific instance you talk about. 

One thing I think does need to be kept in mind with regard to all 
this, and that is that food products can and do vary a good bit in terms 
of taste and quality, and a can of peaches is not necessarily a can of 
peaches. They may be two rather different items, and it may have 
nothing to do with definable quality and standard. 

I may like brand A and you may like brand B. So an identical 
product is an awfully hard thing to establish in this industry. There 
are differentials as to type and variety and processes of manufacture. 
It isnot quite like just a ton of standard steel. 

Mr. Brown. The point you made earlier that the advertised manu- 
factured brand, manufactured labels—— 

Mr. Brnenam. Yes. 

Mr. Brown. At least many companies make an effort, through the 


years, to maintain their quality and standards while on priv ate labels 
tt — be one thing one year and another thing the next under the 


same label ; is that correct ? 

Mr. Brycuam. It might very well. 

Mr. Brown. That isall. 

Mr. Roosrvetr. Mr. Bingham, thank you very much, sir, and we 
are very grateful to you for your helpful testimony. 

Mr. Bincuam. Thank you very much. 

Mr. Roosrtvettr. The committee will now hear as its last witness this 
afternoon Mr. Jack Beaty, who is president of the Rocky Mountain 
Wholesale Co., of Albuquerque, N. Mex. 

Mr. Beaty, will you make yourself as comfortable as you can? 

Mr. Beaty, I understand you have a short prepared statement, so 
would you prefer to proceed with that ? 

Mr. Beary. I would, Mr. Chairman, if you do not mind, and if 
you would go along with me for just a moment. 

Mr. Rooskver. Go right ahead, sir. 


STATEMENT OF JACK BEATY, PRESIDENT, ROCKY MOUNTAIN 
WHOLESALE C0., INC., ALBUQUERQUE, N. MEX. 


Mr. Beary. Mr. Chairman and members of this committee, my name 
is Jack Beaty. As the chairman told you, I am president of Rocky 
Mountain Wholesale Co. Weare a wholesale dealer in tobacco, candy, 
and other allied products, with principal offices in Albuquerque, N. 
Mex. 
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Many are the problems of the small businessman in his fight for 
survival in this Nation which is tending more and more toward 
monopolistic business practices. I would like to confine my testimony 
to the problems which I believe are most acute; there are two: equal 
opportunity to compete for top store locations and equal opportunity 
to purchase merchandise competitively. 

As we know, business in every populated community is moving out 
to shopping centers; consequently, those business firms who are lo- 
cated in these centers enjoy a terrific location advantage. But, be- 
cause these centers must be built by borrowed capital, and loans by 
volume lenders are made on ironclad security leases, the small and 
even what we would call middle-size businessman is frozen out of 
these top locations. 

In Albuquerque, Winthrop Rockefeller has made arrangements to 
lease several acres of land from the State university on which he 
is in the process of constructing a $10 million shopping center known 
as Winrock Center. A local supermarket operator came to me for 
help in obtaining a new location and I immediately suggested that 
he investigate the possibility of obtaining the market location in 
Winrock Center. He informed me that he had already done this 
and was turned down flat by the real estate firm who is handling the 
lease arrangements for Rockefeller. 

The real estate representative was very courteous in explaining to 
this independent operator that Rockefeller is borrowing the money 
for construction of the center. That the leases had to meet all re- 
quirements of the insurance company who is providing the capital. 
These requirements are based mainly on 10-year leases to large firms 
of 25 or more stores with an annual volume of not less than $25 million 
total. 

Even though the local man had been in business in Albuquerque for 
26 years, is operating two successful supermarkets, and can supply a 
very good financial statement, he cannot receive any consideration 
whatsoever. Incidentally, I was informed by a reliable source last 
week that the Winrock supermarket went to Safeway food stores. 

This means that only the very large chain firms have an opportunity 
to obtain leases for the grocery, 5-and-10-cent store, and department 
store space in prime locations. How much longer can you or I expect 
our own hometown people to survive this impossible situation ? 

What the solution is, frankly, I do not know, unless this Congress 
sets up some sort of FHA lease deal or an arrangement for Govern- 
ment guarantee of leases through the Small Business Administration. 
Anyway, it is quite serious and unless something is done within the 
immediate future, this session of Congress, we are going to see many 
more businessmen just give up and quit. 

With the permission of this committee, I would like to take this 
problem one step further toward its solution and discuss the second 
problem. Let us assume that the present prejudicial practices were 
eliminated and that local merchants were permitted freely to partici- 
pate in local shopping centers on a basis of competitive equality with 
national chains and that the tight monopoly of national marketing 
chains and big money financing were broken so that local merchants 
would have equal access to favored marketing locations. 

Even were this so, the problem is far from solved. By and large, 
local retailers buy locally from local wholesalers. They are not 
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granted the privilege of direct purchase by the vast majority of na- 
tional saeuebecbbraes These same manufacturers, however, sell di- 
rectly to the national chains at the same price at which the merchan- 
dise is offered to local wholesalers. The effect of this is to require 
the independent retailer to pay more for his merchandise than does 
the chain retailer. This means, of course, that the selling price of the 
local merchant must necessarily be higher than that of his chain 
competitor even if his operating expenses are less than that of the 
chain and even if his system of distribution is more efficient than 
that of his national competitor. 

The independent retailer, therefore, starts out in the competitive 
battle with two strikes against him: The financiers won’t let him into 
the good locations, and even if he can get into those locations, the 
manufacturers’ one-price policy forces him to sell at higher prices 
than those of his national competitors who may not be as efficient or 
as cost conscious as he. Interstate ramifications of both these prob- 
lems make it imperative for Congress to take a hand in their solution. 
Certainly the price aspect of the problem may readily be dealt with 
by Congress through the medium of the Robinson-Patman Act which 
prohibits both direct and indirect price discrimination. 

When a manufacturer refuses to sell to a local merchant on a direct 
basis on the same terms and conditions as those offered the local 
merchant’s national competitor, that, I submit, is a blatant example 
of indirect price discrimination violating the spirit and perhaps also 
the letter of the Robinson-Patman law. 

JI am very glad to see that this session of Congress has before it, 
both in the Senate and the House, bills designed to make clear that 
this form of indirect price discrimination does violate the law. I 
refer specifically to S. 315, introduced by Senators O’Mahoney and 
Kennedy, and H.R. 927, introduced in the House by Congressman 
Rogers of Colorado. These bills, and companion measures introduced 
by Congressmen Montoya, of New Mexico, Donohue, of Massachu- 
setts, and Osmers, of New Jersey, all provide that the failure of the 
seller to grant a functional discount constitutes a discrimination in 
price where the seller restricts the functional classes or the number 
of persons in each functional class to whom he sells on a direct basis. 

The purpose of this law is to make sure that the costs of acquisition 
of the same merchandise by all retailers will be approximately the 
same so that all retailers may compete on a basis of relative equality. 
Where costs of acquisition are equal, competitive success will go to 
the most efficient merchants whose combination of customer service 
and minimal price will attract the greater number of consumers. 
Under these ideal conditions, discriminatory advantages based upon 
noncompetitive factors will have been eliminated and we will be 
able, for the first time, to test the claim that nationwide integrated 
retail chains can bring merchandise to the consumer more efficiently 
than can the combination of local wholesaler and local independent 
retailer. 

I would, therefore, most strongly urge this honorable body to lend 
its support to the proponents of a functional discount amendment to 
the Robinson-Patman Act as an indispensable step toward the elimi- 
nation of noncompetitive advantages which large retail chains exercise 
in achieving their dominance over our system of distribution. 

Mr. Roosrveitr. Thank you, Mr. Beaty. 
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Let me just make sure that I understand, I think I understand, 
the first point you made, and which was made earlier by previous 
witnesses that there was a need for some kind of help in the financial 
picture, some kind of a guarantee, lease guarantee, or, perhaps, a 
secondary market for financing in this particular field, and I think 
that is quite clear, and whether we can find that solution is something, 
of course, I do not know at this time. But we certainly had it brought 
to our attention very forcibly, and I think it is something that we 
will look into with great care. 

But so far as your second point is concerned, you would, in essence, 
be eliminating the kind of organization that Mr. Lloyd testified about 
a short time before, would you not ? 

Mr. Beary. I would like to elaborate on that a little, if I may, 
Mr. Chairman. 

Mr. Lloyd and I have just had a cup of coffee, so I am certainly not 
taking a shot in the dark at co-ops. I have some strong personal 
feelings on the subject, and I cannot say they are necessarily the feel- 
ings of most of the wholesalers that I know. 

3ut a functional discount as it is proposed in these bills would be 
given to co-op wholesalers. It will not, and cannot, be misconstrued 
under the terms of the language of the bill “owned and controlled” 
to eliminate the co-op from the functional discount. 

I say this, not being an attorney, but I suppose in the interest of 
this legislation I have talked to what seems like half the attorneys 
in Washington about this, and 95 percent of them seem to agree that 
the co-op will not be eliminated. 

I am certain that Mr. Lloyd’s association has been advised by their 
legal counsel that they probably would or that they definitely would be 
eliminated, and that is the reason for their opposition. Naturally, I 
cannot blame them for opposing if they feel they would not qualify 
for functional discounts. 

Mr. Roosrvetr. Do you think they are entitled to the functional 
discount ? 

Mr. Beaty. Yes;I do. They perform the same services, practically 
the same services, we do. 

Mr. Roosrver. So if they are, then so far as you are concerned you 
would not have any objection to a clarification in these bills which 
would make sure that they would not be eliminated ? 

Mr. Beary. We would have no objection whatsoever, Mr. Chairman. 

Independent wholesalers, such as my company, do not wish to penal- 
ize any co-op or co-op-owned form of distribution, particularly in the 
field that we compete in, even though I personally have some reserva- 
tions about the competitive advantages so far as co-ops are concerned. 

I personally do not relish the idea of putting 100-cent dollars against 
48-cent dollars, and trying to compete on that basis due to the tax 
inequality in the Internal Revenue Code, but that is another problem. 
I certainly am not about to take that up here. 

Some co-ops, particularly farm co-ops, are justified, and, no doubt, 
necessary. 

Mr. Roosrvetr. Mr. MacIntyre? 

Mr. Mactwryre. I have no questions. 

Mr. Roosrverr. Mr. Brown? 

Mr. Brown. Mr. Beaty, in recent years have wholesalers, for self- 
protection, gone into the financing of retail establishments ? 
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Mr. Beary. Some wholesalers have. But, Congressman, that is, 
generally, family-owned wholesale houses that are extremely wealthy, 
and small corporations in very good financial circumstances who have 
the money to do it with. 

I know in our area there are two firms out of Texas doing this, one 
in Fort Worth and one in Lubbock, Tex., that have some interests over 
in New Mexico. 

Mr. Brown. And it is more in the grocery field than in the tobacco 
business ? 

Mr. Beary. Well, yes, sir. Tobacco wholesaling and the wholesale 
grocery business are really two different types of businesses. I do not 
see how it would be hardly feasible for several types of wholesalers 
to combine themselves financially and support the guarantee of leases 
as you are evidently implying. 

Mr. Brown. What about the practice of loss leaders? Does that 
disrupt the distribution field more, recently, than 10 years ago, let us 
say ? 

Mr. Beaty. Well, let me answer your question this way. You are 
probably familiar with the Safeway-case in Fort Worth, brought by 
the Department of Justice, and the fines. 

Safeway actually started their loss leader practice as a means to 
combat stamps. They started in Albuquerque, N. Mex. 

I testified before Senator Humphrey’s subcommittee last year on 
this. I forget the exact figures, but it seems to me there were 126 
retail groceries in the radius of 20 miles of ee who were 
forced out of business during this price war. They were selling 
sugar as cheap as 39 cents for a 10-pound bag, when the actual cost 
was $9.10 a hundred, plus the freight. 

In the records of the case, which I happen to have had access to, 
one of the Safeway stores in Albuquerque, their largest volume store, 
showed a loss, as I remember, of some $40,000 for one 4-month period ; 
they were selling Coca-Cola at 19 cents for a six-pack, and they were 
paying 24 cents per carton at that time, I believe, and sometimes on 
weekends they would sell it as low as 15 cents for a six-pack. Sev- 
eral hundred items were being sold at less than cost every day. 

Eight wholesale grocers went out of business. Most of them were 
oldtime firms that had been in business many years. Many of the re- 
tail stores were people who had been in business most of their lives 
and had all their family savings involved. Some of them employed 
only their families, though a great many employed six, seven, eight, 
or more people. 

Since that time, after these people have gone out of business, there 
is less need for fighting pricewise. In the Albuquerque market the 
volume business is done by larger and more complete stores. 

Mr. Brown. The market is rather tranquil now after everybody 
has been eliminated. 

Mr. Beary. Yes, sir; it is, and you would see a startling difference 
in the cost of living between Washington, for instance, and Albu- 
querque. Of course, we do have the freight factor which runs into 
a great deal of money in cost of goods. 

Mr. Brown. It is a problem I have been observing for some time. 

For example, in one market with which I am familiar, a trading 
area, the custom finally reached a point where one group of stores 
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would wait until the afternoon newspaper came out, and said they 
were selling six-bottle cartons of Cokes for 19 cents, and then televi- 
sion advertising would start in at six bottles for 13 cents, and it just 
finally got into a tremendous rat race. 

Has that happened down in your area? 

Mr. Beary. We have not had too much of that. As I say, this 
terrific price war we had down there pretty much seemed to clean 
that situation, and there doesn’t seem to be too much loss-leader sell- 
ing at this time. 

Mr. Brown. Another point. You have been in the wholesale busi- 
ness how long? 

Mr. Beaty. Seventeen years. 

Mr. Brown. You have heard me ask the same question. We are 
still trying to figure out why these spreads have increased on these 
farm products. Ten years ago when the consumer paid 50 cents a 
dozen for eggs, the farmer got 40 cents. 

Last year he got 30 cents of the 50 cents. What, in you opinion, 
accounted for the difference in spread ¢ 

Mr. Beary. Well, of course, Congressman, I am not an economist, 
and I certainly cannot offer anything that would be too intelligent. 
But I would assume that it is brought about by market. control 
factors. 

As integrated national chains or people who control the market 
become larger and more in a position to sort of get their heads 
together and control a certain commodity market, they can take a 
bigger cut for their share. 

Possibly the farmer is being penalized in order to offset some of 
the other loss-leader items that they are selling. 

Mr. Roosrverr. Is it because the farmer is not as well organized 
as the purchaser ¢ 

Mr. Beary. Well, I would not say that. That would be a pretty 
complex thing, Mr. Chairman, to organize the farmer on the market 
scale, at least in my opinion, with a local product like eggs, for 
instance. 

Eggs are something that practically every farmer has in his back- 
yard. If he has an excess of them he takes them down to the local 

uyer and they become part of a huge stockpile of eggs that are to 
be marketed nationally. 

Mr. Brown. Well now, I am interested in that statement you made 
about. “as certain groups become dominant in the field.” In the 
petroleum industry, there does not seem to be any need for collusion. 
Wherever the dominant company sets the price in that area, every- 
body else gets just as close to it as they can get. Is that true in the 
food distribution field more and more? 

Mr. Beary. I think so; yes, sir. I think you are exactly right. 

Mr. Brown. In other words, if store X, that is chain X, dominates 
the field and they set a given price on eggs, everybody else tries to 
get right back to them. 

Mr. Beary. That is right. Then the purchasers for these inte- 
grated chains and the local buying agent, is of course, beating down 
the market as low as he can in order to compete—— 

Mr. Brown. Widen the spread. 

Mr. Beary. That is right. 
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Mr. Avery. Will the gentleman yield at that point? 

Mr. Brown. Yes. 

Mr. Avery. There would be a distinction between eggs and petro- 
leum products, would there not, Mr. Beaty? In petroleum products 
you only have a dozen sources of supply, so to speak. I can see how 
they might adjust their prices down on car. *0 meet the chainstore. 
But certainly they could not take them up because here is a product 
where there are a million sources of supply that would come in to take 
advantage of the market; isn’t that true? 

Mr. Beary. Well, Congressman, I grant you there is a great deal 
of difference between eggs and gasoline. 

Mr. Avery. I think so. 

Mr. Beary. But in our own market I happen to be personally 
acquainted with two of the jobbers for or of major processors of 
gasoline products. 

Recently we have had two local wars break out between the so- 
called independent station operators and the majors: 

The independents, I know for a fact, have been told by the majors 
that they can stay 2 cents a gallon below their brands, but any time 
they deviate from that difference in price then the majors are going to 
drop their prices. 

he normal price on ethy] in our market is 39 cents a gallon or 39.5. 

They had ethyl down to 29.9 about 3 months ago, and they had white 
gas down to 19 and a fraction, which is 25 to 30 percent below the 
normal market, and that was because one independent group decided 
to go below the 2-cent margin that they told them they could go. 

Mr. Brown. Let me just say, in the food field, if store X—that is 
chain X—with 10 or 11 big stores in this city, sets the price on eggs 
at 50 cents a dozen, other stores have people shopping around chain- 
stores all the time, do they not? 

Mr. Beary. That is right. 

Mr. Brown. And checking prices—if the going price is 50 cents a 
dozen on eggs in the dominant store, you will find it 50 cents a dozen 
practically all over town, won’t you ? 

Mr. Beaty. They have to meet competition. 

Mr. Brown. That is right. 

Now, if the price goes up to 52 cents, there is quite a compelling 
reason for others to go up to 52 cents; isn’t that right ? 

Mr. Beaty. That is entirely right, sir. 

Mr. Brown. Now, one thing that is important is the psychology of 
the consumer, is it not? The consumer does one-store purchasing 
today, does she not ? 

Mr. Beary. That is right. 

Mr. Brown. She goes to one store and buys practically everything. 
It is the rare individual who will drive to 10 or 12 stores picking up 
different items, is it not? 

Mr. Beaty. That is right. 

Mr. Brown. And that is the secret of the chainstore operation, make 
a few good attractive prices to get the store traffic in, and then you 
get the whole ball of wax. 

Mr. Braty. Well, that is very true, plus the fact that generally the 
competition between national chains and local supermarkets is quite 
extensive. 
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While they are getting themselves set in their locations and creat- 
ing customer-buying habits, they drive a certain number of independ- 
ents and smaller multiple-store operators out of business or they 
buy them out. There are several instances in our country where they 
have sold out and quit; there was no incentive to continue. 

Mr. Brown. I saw a survey recently where the consumers’ No. 1 
reason for going to a certain store was the quality of the meat. Does 
that fit in with what you understand ? 

Mr. Beaty. Were I in the supermarket business I think my meat 
department would be extremely well handled and of good quality. 

Mr. Brown. So there are a lot of good reasons why consumers shop 
at one store ? 

Mr. Beaty. Oh, sure. 

Mr. Brown. I mean working from that psychology we tend more 
and more toward a market-leader pricing; that is, a dominant chain 
price-setting which becomes the pattern for the whole area. 

Mr. Beaty. Yes. Of course, buying habit is what they are after; 
all of us are creatures of habit. I venture to say you go to the same 
barber because you are in the habit of going to him, although you 
probably know half a dozen barbers who-will cut your hair to suit 
you just as well. 

But the housewife, as the man in the house does, usually just be- 
cause of habit, goes to the same supermarket. So anything they can 
create in the customer’s buying habit is most important. He also 
sooner or later pays little attention to price after the habit is well 
formed. 

Mr. Roosevett. Will the gentleman yield? 

Mr. Brown. Yes, sir. 

Mr. Roosevett. In your experience, Mr. Beaty, do you know of 
any instances where in order to eliminate competition there would be 
a cut in prices by the dominating factor, the dominating chainstore, 
and then having once eliminated it, did the prices remain down or 
did they tend to go bouncing back up again ? 

Mr. Beaty. We havea very definite example of that in Albuquerque. 
I think that probably the cost of living, based on commodity markets 
comparable as they were in 1955 and 1956, when this went on—if I 
am right on the dates—or in 1954 and 1955, are probably 15 percent 
higher. Does that answer your question ? 

In other words, based on the commodity market. comparable to what 
it was then, prices are probably about 15 percent more. 

Mr. Roosevetr. Once the competition has been eliminated it would 
go right back up? 

Mr. Beary. Oh, sure. 

There is one thing you mentioned this morning, if you do not mind 
my breaking in here, that I would like to elaborate on for just a mo- 
ment. If I caught the question correctly, you were asking about the 
increase in capital and the increase in investment as the national 
chains grow and their volume grows. 

Mr. Roosevett. Yes. 

Mr. Beary. One thing I am sure that few people think of and that 
is in a volume business—all volume businesses have the advantages of 
what is known as bank float. It is the amount of money you have in 
the bank against the checks that you have in the mails to pay your 
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creditors. A volume dealer can expand his working capital, capital 
for new stores, or sustained periods of loss leader sales by using his 
suppliers. 

For instance, a national chain doing $500 million a year in a certain 
number of stores may possibly increase their volume to $750 million 
a year with more stores, or unfair competitive practices. 

If this volume operator is like some of the large volume national 
firms, they can ride their suppliers past the invoice discount date and 
still take the cash discount. They simply tell the supplier to take the 
hindmost or they quit doing business with him if he insists on not 
allowing the discount. Supposing a firm increases its volume by $5 
million a week and pays their bills on a twice a month basis, they 
would increase their capital, which could be used for expansion, by 
some $13 million. Even by paying on regular terms they would 
create about $9 million in cash to be used any way that may be to 
their advantage. 

I grant you it may not be sound business practice because a general 
business recession or deflation in price of merchandise would probably 
be fatal. Anyway a business that sells at retail for cash can just 
naturally expand their working capital a certain percentage with 
increased volume. 

They do not have to pay as much attention to the new location or 
percentages on leases they sign because they are using money which 
1s actually of no cost to them. 

Mr. Brown. Parenthetically, I heard a man, who was in the chain 
drug business, say he financed a new store by just delaying paying 
the bill an additional 6 days. 

Mr. Beaty. We wholesalers find that a common practice. And 
when the bank decides to shut our credit off we have to do some- 
thing about it. 

Mr. Roosevett. Of course, what remedy do you have if he is power- 
ful enough to make it suicide for you to do anything about it? 

Mr. Beary. Well, it is a little like everything else in life. When 
you have gone as far as you can go with someone you have to say, 
“We havetoquit. I have to have my money.” 

Mr. Roosevetr. Mr. Avery? 

Mr. Avery. I am a little confused with respect to this reference 
about the dominant chain. You made a statement, and several other 
witnesses have, too, today, that competition among chains is about 
the most competitive in modern business. As the result of that, how 
do you end up with a dominant chain? I am thinking about the 
Washington metropolitan area, and if somebody asked me what was 
the dominant chain, I would not know. 

In thinking back to my capital in Kansas, which is a quasi-metro- 

olitan area, I would not know what a dominant chain is there. Is 
it normal for a chain to emerge in an area and be dominant over all? 

Mr. Beaty. Congressman, I think really you should make the word 
“chain” plural in that instance. It is national integrated chains. 
There are generally two and rarely three in an area of large popu- 
lation like Washington. 


Mr. Avery. As long as you have more than one you have compe- 
tition though, do you not? 








150 SMALL BUSINESS PROBLEMS IN FOOD DISTRIBUTION 





Mr. Beary. Well, you have competition that the independent op- 
erator can’t compete with because he cannot buy as cheaply as they 
can, cannot get into the—— ; 

Mr. Avery. As long as you have more than one chain you do not 
have a monopoly, do you, as far as price fixing is concerned? Are 
you suggesting that there is collusion among the major chains? 

Mr. Beary. I am as positive as I am that I am sitting in this chair 
that there is collusion in every type of business. 

Mr. Avery. Well, maybe we are starting all over again here. That 
is about the first positive statement, I believe, we have had all day 
as far as price-fixing practices are concerned. 

Mr. Beaty. When I used the term “positive” there, not actually 
having seen it, I know it goes on in all industries, major volume in- 
dustries. I know it goes on in our market. 

Mr. Avery. Well now, “our market”—what do you define as “our 
market” ? 

Mr. Beary. I am talking about Albuquerque and the State of New 
Mexico. 

Mr. Avery. You are talking about a region rather than your area 
of operation ? 

Mr. Beaty. Well, we service the State of New Mexico and are well 
acquainted with what goes on. We have a fair knowledge of the na- 
tional situation, also. 

Mr. Roosgverr. Could I ask there: Is it widespread enough and 
open enough so that law enforcement agents, if they wanted to, could 
gather the material upon which to properly enforce the law? 

Mr. Beaty. Well, I think the law enforcement agent could, with 
some difficulty, obtain enough information that he would be positive 
in his own mind that it was going on. But, as Mr. MacIntyre will 
tell you, to get it in the position of being evidence in a court of law 
is another thing. 

Mr. Roosevect. Still, if it is as pronounced as you have said, it 
would seem to me that somewhere along the line you should be able 
to collect some pretty definite information about it. 

Mr. Beaty. Well, that is more on the order of supposing you and 
Congressman Avery were going to enter into some sort of collusion. 
If you wanted to keep it pretty well between the two of you 

Mr. Roosevett. Darned right. [Laughter.] 

Mr. Beary. While Congressman Brown would probably know that 
you were in some sort of collusion, he could not actually put his 
finger on when it came about. 

Mr. Brown. Would the gentleman yield ? 

Mr. Avery. Of course. 

Mr. Brown. There is also the effect of collusion without the intent 
of collusion, isn’t there? For example, say a supplier sells chain X 
a certain quantity of lemons at 13 cents, and chain X says, “We are 
going to make a big feature of this at such and such a date at 18 
cents.’ 

That same supplier can run right down the street and offer the same 
deal to another chain and tell what chain X is doing, and it is the 
effect of collusion without necessarily the intent of collusion, is it not? 

Mr. Beaty. I would say “Yes” from a layman’s standpoint. How- 
ever, when you got down to defining the legal intent part, I would not 
have the slightest idea of where you would be. 
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Mr. Brown. The point you are making is that while it is the same 
effect, it is extremely difficult to prove in a court of law that there was 
criminal intent. 

Mr. Beaty. That is true. 

Of course, it is awfully hard to determine where intent starts and 


stops. 

a I am a manufacturer of applesauce and I sell Congress- 
man Roosevelt applesauce direct and you buy through Congress- 
man Avery’s wholesale house; you, naturally, have to pay the whole- 
saler a profit. 'To me, as a layman, it seems like I, as a manufacturer 
of applesauce, am really discriminating against you because I am 
putting your competitor in a position to where you cannot compete 
with him equally. 

Mr. Avery. If I still have the floor, I just want to put my original 
question back. 

Mr. Beaty, do you think it is the normal circumstances for a domi- 
nant chain—and no plural, a dominant chain—to evolve within any 
given trade area? 

Mr. Beary. I think it is quite possible. It certainly happened in 
Albuquerque during Safeway’s tirade of some several months. 

Mr. Avery. You are confirming your observation to the New Mexico 
area or the Albuquerque area; is that right ? 

Mr. Beaty. Well, it involved about four counties, which made 
u 

Mr. Avery. But you do not know, you are not personally familiar 
with another area where a single chain has become dominant, and I 
am not suggesting “yes” or “no”: I am asking. 

Mr. Beaty. No. But I have seen this. it you will take a map 
and locate the areas in which the four top national chains operate 
stores you will be surprised. Two years ago I saw an example made of 
this and it struck me as a good point. By drawing a line around or 
painting out each section according to each national chain’s store lo- 
cation, you have a picture of just how little they compete with each 
other ; in very few cities they do. 

Mr. Avery. Very few cities where they do compete with each other ? 

Mr. Beaty. That is right. 

In other words, where you will find Safeway strong in a market, 
A. & P. probably is not in the market ; or Kroger strong, and Safeway 
is not in the market. There are very few areas where national chains 
actually compete when you consider the national market. 

Mr. Avery. I wonder if I could ask counsel a question. That is an 
extremely interesting statement the witness just made. Has there been 
any request for any information on that? I believe on some figures 
the witness said he saw, maybe 2 years ago, that where the four domi- 
nant chains were in business, in very few cases was it observed on 
this particular map where they were ever in competition with each 
other. I wonder, Mtr. Chairman, if we could have that amplified a 
little bit. 

Mr..MacIntyre. Mr. Avery, it is the hope of the members of the 
staff that we will be able to accumulate information showing whether 
in.a number of areas there would be one, two, or three chainstore 
operators that have the market largely to themselves, and in some areas 
one operator would have the market control. 
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It has been alleged to the committee staff that in quite a number 
of small communities of 3,000 to 5,000 population a single chain has 
taken over most of the food distribution through one store in such 
area. Wedonot know what the facts are. 

Mr. Avery. You have on your program then to follow that through ? 

Mr. MacIntyre. We are going to ascertain and follow that up in 
particular localities. 

Mr. Beaty. I would like to add one thing, Mr. Avery. In the entire 
State of New Mexico we have one national chain. Wehaveno A. & P., 
National Tea, Kroger—Safeway is the only national chain there. 

Mr. Avery. I am sure that is correct, Mr. Beaty. I just wondered 
whether that was typical of the various metropolitan areas. But the 
information Mr. MacIntyre says he intends to get will bear that out. 

Mr. MacIntyre. We hope to develop facts on that point. 

Mr. Roosevetr. Mr. Beaty, you have helped us considerably. I 
think the committee will want to give much thought to your func- 
tional discount problem which you raised, and I want to thank you on 
behalf of the committee for your willingness to assist us today and to 
come before us. 

Before Mr. Avery leaves, I want to find out whether it would be 
agreeable for counsel to put before the committee a statement by Mr. 
Watson Rogers, president of the National Food Brokers Association, 
who cannot be here, and to include it at this point in the record. 

Mr. Avery. Of course. 

(The document referred to follows :) 


PREPARED STATEMENT OF WATSON ROGERS, PRESIDENT, NATIONAL Foop BROKERS 
ASSOCIATION, WASHINGTON, D.C. 


Mr. Chairman and gentlemen of the committee, my name is Watson Rogers. I 
am the president of the National Food Brokers Association which has its head- 
quarters in its own building located at 1916 M Street N.W., here in Washington, 
D.C. You have asked about the role food brokers play in the modern food 
distribution industry. I am glad to provide you with information on this. 

To begin with, just what is a food broker and what does he do? In describ- 
ing to you what a food broker is, I think I could easily take the title of a film 
which was produced a few years ago by the Columbia Broadcasting System. 
They developed this film on the activities of the food broker as a public service to 
people in and out of the food business. They gave it the title “The Man Who 
Serves the Food Industry.’ We think that properly describes the modern food 
broker. Today more food and grocery products are sold by food brokers than 
ever before in the history of our food industry. It pleases me very much to 
report that the trend continues toward the increased use of food brokers. 

The food broker is a local sales representative for the food and grocery manu- 
facturers or processors. According to our last survey, which was made a 
number of years ago, the food broker represented on an average 23 different 
food manufacturers and processors. He handles their sales on a small com- 
mission basis, being paid only for goods actually sold. The fact that his salesmen 
when calling on the wholesale buyers, both chain and independent, can be taking 
orders for an average of 23 manufacturers rather than just 1 explains the 
economy of the food broker’s operation. It is one of the reasons why the 
great majority of our processed foods are sold through food brokers today. 

As for proof of this economy, the best records we have available are those 
from the Bureau of the Census, based on the last business survey. According 
to the Bureau of the Census national average figures, merchandise sold through 
food brokers is 5 percent less than merchandise sold by manufacturers who 
have their own salaried sales organizations. In other words, as indicated by 
these Government figures, a big majority of all of the processed foods and 
grocery products would be costing the consumer on an average of 5 percent 


more than it costs them today if it were not for the economical operations of 
the modern food broker. 
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I should like to point out that food brokers have as their customers the 
smallest distributors in this Nation up through to the largest. Our sales are 
actually made to the wholesale warehouses, whether they be independent 
wholesale grocers, retailer-owned wholesale grocers, or the corporate chains. 
As I have stated, they range from the very smallest wholesale buyer to the very 
largest in this Nation. 

Likewise, we sell for the very smallest processors and on up to the very 
largest. You hear it said many times that if it were not for the food broker, 
the small processors of this Nation would have a most difficult time because 
they could not afford the expensive salaried sales organizations they would 
need to cover all the wholesale buyers in the United States. On this we heartily 
agree. However, it isn’t just the small processors who profit by using the food 
brokers’ services. We feel the greatest tribute to the economy and the effective- 
ness of the food broker method of selling is the fact that even our largest proc- 
essors are using food brokers. In same cases they use food brokers for one 
or more of their divisions while maintaining salaried sales organizations for 
other products. We think this is a special tribute as you must recognize that 
these large and famous firms often have outstanding sales organizations of 
their own and that they are real merchandisers. We are very proud, of course, 
that such firms sometimes acquire others but they choose to leave the sale 
of the acquired products with food brokers. ' 

There is really just a simple explanation why a manufacturer uses a food 
broker rather than a salaried sales organization. That is because he feels 
he can get a more effective sales job done for less money than he could do 
himself. We in the food brokerage fraternity realize this. We are constantly 
striving to streamline our operations to do a more effective sales job. We 
realize that when we fail to do the job better and for less than the manufacturer 
can do for himself, we lose the business. 

There has been a big evolution in food marketing in this Nation during the 
last 25 or 30 years, as most of you gentlemen know. You might be interested 
in how some of these changes have affected the food broker who is, after all, 
just a small businessman. 

As I said earlier, sales are actually made to the wholesale warehouse. But 
because of the big change in food distribution among our wholesale accounts, 
there has necessarily been quite a change in the food broker’s operation. In 
former days the wholesale grocery salesmen took samples of new products and 
introduced them to the retail stores. They discussed the advertising and pro- 
motional programs of the various manufacturers and asked their retail custom- 
ers to tie in with them. In other words, besides doing actual selling, whole- 
salers did a tremendous amount of what we might call retail merchandising 
work. Today that kind of service is very limited among our wholesale grocers. 

Today in order to be competitive in this fast-moving food industry, most 
wholesale organizations have streamlined their operations. They generally 
eliminated their salesmen. Most of them operate on a cost-plus basis. The 
retailers themselves turn in their own orders. In other words, everything 
possible is done to cut overhead eost. I am sure, too, that most of you gentle 
men are familiar with the development of the so-called voluntary chainstore 
setup in this Nation, which as you know, is a wholesale grocer tying up closely 
with a selected group of retailers. You are familiar with the retailer-owned 
group, where the retailers themselves own their own wholesale warehouses. 

With this radical change manufacturers immediately saw the need for them 
to assume the responsibility for salesmen and merchandising men to continue 
to call on the retail stores to sing the praises of their merchandise, to introduce 
new products, and to discuss merchandising and advertising programs. They 
turned to their food brokers to obtain this added service. Because of this 
demand on the part of manufacturers, food brokers throughout the Nation 
added thousands of men to do this necessary merchandising work in the retail 
stores. It has been a development that has caused a real problem in our own 
industry as our members find it most difficult to get adequate compensation to 
pay for these added services they are performing for the food manufacturers 
of this Nation. 

What created a real problem from a cost angle has had compensating factors 
for the brokerage fraternity as a whole. We feel these added services to the 
manufacturers have been instrumental in getting more and more manufacturers 
to turn their sales over to the local food brokers. 
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You may wonder why the food brokers play such an important part in the 
food distribution system of this Nation. Why is their service more effective? 

In the first place, the food broker is a local businessman. He knows the 
local markets. He knows the needs of the local people. He regularly calls on 
the local buyers in his area. He knows them and their sales problems inti- 
mately. He knows them on a personal basis and usually knows the members 
of their families. We feel that in most instances when a food broker goes in 
to a buyer with a new product, it is three-fourths sold when he enters the office. 
The local buyer knows that the food broker cannot afford to sell him anything 
unless the broker feels it is a worthwhile product. After all, the broker has 
his reputation and goodwill at stake, and there are dozens of other items he is 
selling this buyer regularly. Before a broker takes on an item he investigates 
it thoroughly as his reputation depends on it. 

We are very proud of the position the food broker holds today. With the 
ever-increasing cost to manufacturers of maintaining salaried salesmen, we 
feel that the trend will continue to the increased use of food brokers. They 
are unquestionably recognized as being among the outstanding food marketing 
people of this Nation. There are other indications of the confidence that food 
manufacturers have placed in food brokers. We notice more and more that 
the outstanding firms in the country have appointed some of their brokers to 
serve on broker advisory marketing committees. Many of our finest manufac- 
turers do not plan advertising and promotional campaigns until they first 
review them with, and get the opinions of, a few of their outstanding brokers. 

To the new manufacturer starting in the grocery field food brokers provide 
a readymade sales organization. By appointing the necessary brokers through- 
out the Nation, he has a sales organization ready to go to work for him in- 
stantly. Furthermore, he knows in advance just exactly what his sales cost will 
be. He can set his rate of commission and arrive at the fair cost of his merchan- 
dise. Here again we feel the food broker greatly benefits the consumers of 
America. For the manufacturer to start off with a salaried sales organization, 
not knowing what his volume will be, not knowing what all of the traveling and 
other sales expenses will be, he naturally would have to price his merchandise 
to include a cushion of profit to take care of any eventuality. 

Mr. Chairman and members of the committee, I have tried to outline to you 
the functions of the food broker. I think at this point I should say something 
about the National Food Brokers Association, which is known in the entire food 
industry as NFBA. NFBA was founded in 1904, the result of a need in this 
eountry for a national organization to represent food brokers. The association 
grew in size and importance as its services to the brokerage fraternity and the 
food industry grew. Today NFBA has in its membership more than 1,900 of the 
leading food broker firms in every market area in this country. 

The association has always directed its efforts toward the improvement of con- 
ditions in the food brokerage business, not alone as they affect the brokers, but 
for the betterment of the condition of sellers and buyers as well. The associa- 
tion has consistently fought to eliminate unfair business practices in the food and 
grocery industry, thus preserving the true competitive spirit among both large 
and small businesses. As a guide to food brokers’ operations, the association 
sponsors a code of ethics which has become the standard of the industry. 

Today, the association food broker is recognized as one of the leaders, both 
from the standpoint of sales effectiveness and on the basis of ethical operations. 
By adhering to its code of ethics, the association has helped build up this level 
of operations of its members to what amounts to a professional status. 

As the spokesman for this segment of the food industry, the association de- 
fines a food broker as follows: “A food broker is defined as an independent 
sales agent who performs the services of negotiating the sale of food and/or 
grocery products for and on account of the seller as principal, and who is not 
employed or established by, nor an affiliate or subsidiary of, any trade buyer, and 
whose compensation is a commission or brokerage paid by the seller.” 

As an example of the value of NFBA’s high ethical standards to the rest of 
the industry, I would like to point out that one of our basie principles is that a 
food broker should not buy and sell for his own account. Thus, everyone in the 
industry knows when they are dealing with an NFBA food broker that they 
have the assurance of trustworthy and ethical business relations. As our mem- 
bers do not buy and sell, they cannot speculate for their own benefit. This is 
of great value not only to the sellers they represent but also to the buyers they 
sell to. 
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I am sure you would be interested in knowing our association’s position on some 
of the present problems facing the food industry of this Nation. The food broker 
is naturally concerned with seeing that we have a sound, healthy industry, both 
among the processors and manufacturers and among the distributors. 

We have always recognized that if many of either our principals or our cus- 
tomers are hurt or put out of business for whatever reason, then in time our 
members will be hurt. If they cannot operate fairly to provide the economies of 
their operation to the food industry, then the public, too, will suffer. 

We can well understand why your committee is interested in what is happening 
to the food industry. After all, it is by all odds the No. 1 industry in 
America. Anything that goes wrong in the production or distribution in the food 
industry is going to vitally affect not only every American but democracy 
itself. 

What concerns us is that the industry is drifting toward a chaos caused by 
unfair business practices and price discriminations. We feel there is now a need 
for all men of good will in the food industry, individually and by association, 
to give their best efforts to maintaining fair rules of the game under which large 
and small can fairly compete in every market of the United States. 

It should be recognized that the competitive situation may be fair or it may 
be unfair. When it degenerates into a dog-eat-dog battle of ruthless destructive 
practices, it leads to Government regulation as is abundantly illustrated by 
the experience of our democratic Nation. E 

In 1887 the railroads were prohibited from discriminating in their rates. In 
1890 the Sherman antitrust law was passed to prohibit monopolistic practices. 
In 1914 the Clayton Act and the Federal Trade Commission Act were passed 
to stop the price discriminations which were heading toward monopolistic power. 
In 1936 the Robinson-Patman Act was passed to spell out price discriminations 
with such meticulous care that no one could misunderstand them. 

In the years immediately following the passage of the Robinson-Patman Act 
there was almost peace in the food industry. Everybody seemed to agree that 
this was a fair rule of the game. It was as though industry understood that 
it was just as important for them to have an umpire as it was for a baseball game 
to have umpires to decide the fair rules of the game or a football game to have 
a referee to declare the fair rules of the game. In recent years the chaos and 
confusion resulting from some court decisions have practically brought to an 
end the crusade to write into law fair rules in the game of trade. 

I should like to point out that fair Government regulations of business prac- 
tices should not be considered as a punishment or limitation on big firms and 
an aid to the small. Today proper and sensible Government rules are as bene- 
ficial to large firms as to the small ones. In fact, today there are many firms, both 
manufacturers and distributors, who would be considered the smaller ones, who 
are guilty of unfair practices. Their size should not condone violations. Any 
rules calling for fair play and the elimination of discriminatory practices should 
never be made to favor one group or another. They must be fair to all. 

The National Food Brokers Association during its 55-year history has always 
taken the position that rules of fair play must prevail if the food industry is to 
make lasting progress. It believes in the value of such rules, both to our prin- 
cipals and to our distributors, both large and small. 

We are confident that in your conclusions your committee, too, will endorse 
the need for fair rules of play in the food industry—rules applicable to all— 
rules which will insure for all firms the equality of opportunity to compete 
which is one of the foundations of our democratic system. 

I want to thank you again for inviting me to present to you this presentation 
on the food broker and his position in the food industry. 


Mr. Beaty. Thank you very much, Mr. Chairman, I appreciate 
your courtesy. 

Mr. Roosevett. The committee will stand in adjournment until 7 
p-m. when we will have two witnesses. 

(Whereupon, at 5 p.m., the committee adjourned to reconvene at 
7 p.m., the same day.) 
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EVENING SESSION 


Mr. Roosrvetr. The committee will come to order, please. 

The committee this evening will first hear from Mr. Richard F. 
Curry, executive vice president of the National Preservers Associa- 
tion, and managing director of the Association of Institutional Dis- 
tributors. 

I believe, Mr. Curry, you are accompanied by Mr. Meschter, is that 
right? 

Mr. Curry. Yes, sir. 

Mr. Roosevetr. Would you like to have him come forward and sit 
by you? 

Mr. Curry. Yes, I would. 

Mr. Roosrverr. We are delighted to have both of you and hope 
you can accommodate yourself to this very unusual schedule, but un- 
fortunately we both have other committee meetings tomorrow morn- 
ing, and we wouldn’t have a chance to hear you otherwise. 

Do you have a preliminary statement ? 

Mr. Curry. Yes, I do, a brief one. 


STATEMENT OF RICHARD F. CURRY, EXECUTIVE VICE PRESIDENT, 
NATIONAL PRESERVERS ASSOCIATION, INC., WASHINGTON, D.C.; 
ACCOMPANIED BY W. KYREL MESCHTER, PHILADELPHIA, PA. 


Mr. Curry. Mr. Chairman and members of the committee, my name 
is Richard F. Curry. I am executive vice president of the National 
Preservers Association with headquarters at 1346 Connecticut Avenue 
NW., in this city. I have represented the association for the past 5 

ears. 

NPA is composed of manufacturers of fruit spreads—that is, jams, 
jellies, preserves and fruit butters—and has been in existence as an 
organization since 1918. 

The 55 manufacturing members of the association have a combined 
annual production amounting to approximately 70 percent of the 
total volume of fruit spreads produced commercially in this country. 
Our members’ plants are located in 19 States—Alabama, California, 
Connecticut, Florida, Illinois, Indiana, Massachusetts, Michigan, Mis- 
souri, New Jersey, New York, North Carolina, Ohio, Oklahoma, 
Oregon, Pennsylvania, Tennessee, Texas, and Virginia. 

The problems faced by the average small, family owned business 
in the food field are the problems of the preserve manufacturer. 
However, since supermarkets now account for approximately 70 per- 
cent of all grocery sales, the preserver’s No. 1 problem is the never- 
ending battle to obtain supermarket shelf space for his products. 

In December 1958, an economic analysis of the preserving industry 
was published by the firm of Ford Sammis & Co., marketing econo- 
mists. In his report on the problems of our industry, Mr. Sammis 
said : 

Continued chainstore consolidations intensify distribution problems for all 
preservers, large and small alike. 

The preserver’s struggle to maintain position on the supermarket 
shelves in the face of steadily mounting competition is aggravated not 
only by the steady reduction in the number of chainstore buyers re- 
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sulting from mergers of food retailers, but also by the increasing 
volume of fruit spreads which are being manufactured by the chains 
themselves. 

Such companies as A.&P., Safeway, American Stores, First Na- 
tional Stores, Kroger, and National Tea Co. have for many years 
manufactured their own brands of fruit spreads. During the past 
year, two other large chains—Winn-Dixie and Jewel Tea Co.—have 
set up production facilities for the purpose of manufacturing jams 
and jellies, among other things. 

Naturally, the preferred shelf position is given by the manufac- 
turing chain to its own products. The result is that less of the mer- 
chandise of the independent manufacturer finds its way to the grocers’ 
shelves, and the position of that which is displayed leaves much to be 
desired from the standpoint of its accessibility. 

These two interrelated problems—the adverse effect of consoli- 
dated buying power, and the increase in the number of chainstores 
who manufacture their own fruit spreads—overshadow ali others in 
terms of their importance to the adam of the average preserve 
manufacturer. 

The gentleman who will follow me as a witness is well qualified to 
discuss these and other problems of the independent preserve manu- 
facturer. For 20 years he was engaged in the manufacturer of fruit 
spreads, the last few years of that time as president of his company. 
He is a former president and member of the board of directors of the 
National Preservers Association, hence he has had the opportunity to 
study the industry problems from the viewpoint of both the individual 
manufacturer and the industry as a whole. He is no longer in the 
business so he is able to speak with more objectivity and less restraint 
than otherwise might be the case. While he does not speak officially 
for this organization, his remarks would certainly be representative 
of NPA’s thinking on the subject at hand. I feel certain the com- 
mittee will find his remarks both interesting and valuable. 

Thank you, Mr. Chairman and gentlemen of the committee, for 
your time and attention. 

Mr. Roosevetr. Thank you very much, sir. 

Mr. Meschter, would you like to proceed with your statement and 
perhaps we can begin the questioning after that. 


STATEMENT OF W. KYREL MESCHTER 


Mr. Mrescuter. Mr. Chairman and members of the committee, my 
name is W. Kyrel Meschter. I reside at 609 Bridle Road, Glenside, 
Pa. 

After graduating an economics major from Princeton in 1935 I be- 
came associated with the American Preserve Co., owned and operated 
by my father, who had entered the business in 1902 and became sole 
stockholder in 1916. American Preserve Co. distributed Schimmel 
brand jellies and preserves from Connecticut to Texas and west to 
Pittsburgh. Production in recent years may be described as approxi- 
mately 25 million pounds annually, with a sales value of $514 million. 
The company employed approximately 200 persons. In 1940, after 
2 years of poor health, my father turned over active management of 
the business to my brother and myself. From 1940 to 1956 operations 
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were moderately profitable, reasonable dividends were paid, and the 
net worth of the business increased approximately 70 percent. 

Following 1952, pressures on profits, previously only threatened, 
became a critical reality. Operations in 1954 produced a substantial 
and disturbing loss, the only seriously unprofitable year of the period. 
The following factors contributed to the pressure on profits: 

1. Federal, State, and local taxes and the related increase in adminis- 
trative overhead burden of operating a medium-sized, independent 
business, a condition well known to this committee. 

2. Increasingly inflexible labor costs resulting from conditions like- 
wise well known to this committee. 

3. Entirely unrealistic increase in selling and distribution costs, 
diminishing returns from sales and promotion efforts, and an increas- 
ingly unfavorable competitive position, resulting from concentra- 
tion of buying power in fewer and larger food distribution units 
without a similar and countervailing concentration of selling power 
among preserve and jelly producers. 

It is a simple historic fact that American Preserve Co. was never 
strong in chain outlets and did not undertake to improve its position 
in this respect during the war years, when perhaps efforts to develop 
a Schimmel consumer franchise might have been within the financial 
resources available to the company and might have been productive 
of a stronger Schimmel market position. 

A. & P., with its Quaker Maid Division, the largest single producer 
of preserves and jellies in the country, was traditionaly regarded by 
American Preserve Co. as a competitor rather than as a potential 
profit-producing customer. Up to 1920 American Stores was the 
largest single customer of American Preserve Co. At that time 
American Stores established manufacturing facilities of their own 
and thereafter business through this outlet was confined to a few 
large-volume contracts undertaken at special prices, of more ad- 
vantage to American Stores than to American Preserve. While such 
business may have contributed to American Preserve overhead it is 
doubtful if profit ever resulted. 

Other major chains in the area necessarily competed with Ameri- 
‘an Stores and A. & P. and were accordingly considered poor sales 
prospects. 

A production cost advantage must be conceded the chain-captive 
operations. This advantage arises, not from any advantage in raw- 
material purchases or in manufacturing costs for any given identical 
production schedules, but from the more favorable production sched- 
ule within the control of the chain operation. The chains can schedule 
distribution to facilitate long and economic production runs. Not 
being subject to the whims of numerous customers seeking competi- 
tive advantage over one another, the chains can standardize package 
styles, sizes, “and labels, and need not suffer losses from closeouts 
necessarily experienced by an independent producer offering its prod- 
ucts for sale. Finally, the chains avoid at least one selling expense, 
that incurred by American Preserve to introduce its line in competi- 
tion with other independent producers. 

Aware of these unique cost advantages, American Preserve con- 
sidered itself disqualified from profitable business through chain out- 
lets. It accordingly, and with deliberation, geared its ‘product line, 
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package size, brand label, pring policies, and selling programs to 
obtaining the largest possible share of business through retail out- 
lets other than those controlled by corporate chains. During the 
1930’s American Preserve did business with approximately 65 whole- 
sale grocer, cooperative, and institutional supply houses in Phila- 
delphia, generally selling all such outlets. Our policy was simply to 
produce the best quality product that we could produce, to price it 
on a reasonable basis, and to give such good service that such outlets 
could not afford to deal elsewhere. Throughout the 1930's this policy 
was generally successful. A large portion of the business, however, 
was private label, priced on a basis identical with our controlled 
Schimmel label. Any undertaking to establish a Schimmel consumer 
franchise was discouraged in favor of serving wholesale grocery and 
cooperative private label outlets. 

In retrospect, the deficiency of these selling policies is clear. As 
the share of the chains in the overall grocery business increased, 2nd 
the share of the independents correspondingly decreased, American 
Preserve gradually found itself in a less and less favorable competitive 
position. 

It wasn’t so much that we lost customers, it was simply that the 
number of customers declined. 

Let us, however, consider for a moment the alternatives available, 
which appeared to us as follows: 

1. To continue supplying independents, furnishing an increasing 
variety of products and packages, with steadily increasing production 
costs, and in face of increasingly severe competition for the total share 
of the market available to independent preservers, or 

2. Directly compete with chain-sponsored brands through the devel- 
opment of a Schimmel consumer franchise at an advertising cost out 
of proportion to the resources of the company and ata risk which did 
not seem to us justified by the very limited prospect of success. 

Of the four major outlets which would now be available to us in 
Philadelphia, A. & P. and American Stores already produce their own 
preserves and jellies. Food Fair produces some related products— 
not preserves and jellies, however, at the present—and Penn Fruit 
recently expanded their own food production facilities, although 
neither of the last two presently produce preserves and jellies. 

Following its acquisition of outlets in the New York area, Safeway 
Stores became the largest single customer of American Preserve, ac- 
counting for about 15 percent of total sales. Around 1950, Safeway 
Stores acquired the preserve production facilities of the Tea Garden 
Co., in San Francisco. In August 1954, American Preserve Co. was 
notified that henceforth Safeway Stores in the Washington and North 
Jersey area would stock Empress and Tea Garden preserves, manu- 
factured in their own plant in San Francisco and shipped by carload 
freight across the country. Considering the general industry posi- 
tion set forth above, the prospect of replacing these lost sales by 
expanded business through other outlets did not appear bright. Loss 
of Safeway business initiated the decision to discontinue operaticns, 
which became effective April 30, 1956. 

At that time, we estimated that preserve and jelly production by 
chain-captive operations accounted for approximately 40 percent of 
domestic civilian preserve and jelly production, and the proportion 
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seemed to be increasing. A. & P., Safeway, First National, American 
Stores, National Tea, Kroger, Consolidated Grocers, and Francis H. 
Leggett operated preserve plants of their own, Within the past 
year, Winn-Dixie and Jewel Tea have acquired preserve and jelly 
production facilities. 

I might say that the Tea Garden plant acquired by Safeway and 
the Fosgate plant acquired by Winn-Dixie were both competitors of 
American Preserve, both companies in a somewhat similar position. 
The Bedford Products Co. acquired by Kraft Foods was likewise in 
a similar position to American Preserves. 

Perhaps these outlets are not entirely closed to other preservers. 
It is nevertheless true that normal competitive selling does not here 
exist. Such business as other preservers can obtain from these outlets, 
by persuasion or other means, is evidently being obtained only at a 
steadily increasing selling cost, and under conditions reflecting less and 
less attractive return to the manufacturer. Moreover, business so ob- 
tained or purchased tends to defeat itself. As production volume in 
the capitive plant declines, unit costs inevitably increase and internal 
pressure to feature captive brands must become more intense. 

Let. us consider one market which may well serve to illustrate what 
is taking place. 

In Buffalo, N.Y., three chains—A. & P., American, and Loblaw— 
are reported to account for 76 percent of the grocery business in the 

market. A. & P. and American Stores feature brands of their own 
manufacture, and Loblaw its own private label, supplied under highly 
competitive conditions by at least two local preservers. 

For the remaining 24 percent of the business at least. six preservers 
maintain some selling connections in the market, each trying to outdo 
the other in spending money for promotion, advertising allowances, 
detail work, price concessions, and all the other practices with which 
you are familiar. 

The chief result, so far as I can see, is an utterly chaotic marketing 
condition among the independent retailers. There is a profusion of 
brands, a confusion of sizes, an unjustified spread of prices, a prev- 
alence of dead stock, unduly expensive distribution, warehousing 
and freight costs, and the possibility of downright destructive com- 
petition. 

Mr. Curry can give you any number of illustrations of the practices 
referred to there which are reported to the association. 

It appeared to us that marketing conditions in the preserve and jelly 
industry would follow the path already evident in meatpacking, cereal, 
baby food, canned goods, and perhaps the frozen food industry, where 

roduction is more and more becoming concentrated in fewer and 
arger production units, whose strongly promoted and highly adver- 
tised brands are engaged in a life and death struggle for shelf space, 
more and more controlled by the chains. 

A smaller organization, privately owned, with limited financing, 
engaged in this marketing contest only at increasing peril. The prin- 
cipals of American Preserve chose to protect their investment, sell 
their working assets and equipment, rent the real estate, and leave the 

preserve business to more diversified, publicly financed producers. 

I do not suggest, on economic grounds, that this result in the case of 
American Preserve is of any public interest. Both education and busi- 
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ness experience, however, prompt a conviction that survival of inde- 
pendently owned, personally managed business organizations should 
be a matter of real public concern. To the extent that our experience 
illustrates a trend in the food industry from a large number of rela- 
tively small, independently owned, privately managed companies, to 
a steadily diminishing number of increasingly large production units, 
professionally managed and publicly financed, I hope this statement 
will be of value to the committee. 

Thank you, gentlemen, for affording me the opportunity of appear- 
ing before you this evening. 

Mr. Rooseverr. Thank you very much, Mr. Meschter. It is a 
most interesting story. Between your statement and that of Mr. 
Curry I think we have perhaps a good illustration of exactly what 
happens in certain cases where people just have to face the inevitable. 

The thing, I think, that will interest us in the end, and on which I 
would like to put a question to you—and either one of you gentlemen 
can answer—lies in the obvious story that you tell here; No. 1, that a 
situation of this kind continues to grow more acute, you get more and 
more small purchasers, more economic power in the hands of the indi- 
vidual buyer, and with that the evils which come from it and I think 
you have made probably a very frank admission, Mr. Meschter, that 
if you were not willing to take on certain kinds of practices and be- 
come a slave to the few people who are left as buyers, you really have 
no other alternative as long as an integrated system of this kind is 
allowed to exist. 

Then the question, I think, poses itself, What is the answer? Is 
the answer to prohibit an integrated system because having allowed 
an integrated system until this time, I doubt very much that we have 
had too many examples of what can be done, from the point of view 
of legislation at least, to cure the situation. We see it in various 
other fields. And I frankly would like to ask you, because you have 
presented the case, what would you have liked to have seen happen in 
1954 or 1955 to give yoa an opportunity to continue in business? 

What, in your opinion, outside of a complete divorcement role of 
some kind, would have been of such help to you to have enabled you 
to stay in business? 

Mr. Mescuter. I don’t know that I would go so far as to suggest 
this as a remedy, but one obvious suggestion presents itself. The situ- 
ation would certainly be improved if the distributing units were not 
in a position to manufacture their own product. 

Mr. Roosevett. That is divorcement, isn’t it? 

Mr. Mescuter. Divorcement. 

Now, I am not sure that that would make impossible the economies 
of large-scale production. I think they would still be entirely pos- 
sible. 

Mr. Roosrvetr. However, it would at least open the door—it would 
lessen the probability that they were fighting for their own brand, 
and, therefore, solve some of this shelf space problem which Mr. 
Curry talked about. 

Are there any other approaches which you can think of ? 

Mr. Mescuter. One more comment in that direction. Wouldn’t it 
produce a more competitive market ? 

Mr. Roosevett. Yes, I would personally think so. 
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Mr. Mescurer. I am not at all sure that shipping preserves and 
jellies made in California across the United States is an economical 
arrangement. 

Mr. Roossverr. Are you convinced in your own mind—and I don’t 
know which company you are referring to that makes it in California 
and ships it across the country. 

Mr. Mescuter. Safeway today, as far as I know. Safeway today 
supplies both Washington and New Jersey from San Francisco. 

Mr. Roosevetr. Have you any figures, or do you know of any 
place where we can find figures, as to the ated cost to Safeway 
of their operation in relationship to the price which they would sell 
as against a price which you could sell at and make a fair margin 
of profit ? 

Mr. Mescurtrr. I do not. 

Mr. Roosrvett. In other words, as far as you know, there has never 
been any real study made of whether or not this may be actually 
costing the public more money—I am always coming back to the point 
that the consumer has an interest in this—if Safeway, because of the 
ownership of their own manufacturing process, can force their brands 
on their shelves at a disadvantage to you? If they can do that, in 
the end does the price of that product in your opinion rise above 
what you could—because of the Suck of competition now—rise above 
the price at which you could make it available to the consumer, let’s 
say, in the Washington area ? 

Mr. Mescurer. That isa hard question to answer. 

Mr. Roosrverr. If not, why not? Because they obviously have 
creat costs and handling costs to the market from the manufacturing 
place. Where are they saving money over your operation ? 

Mr. Mescurer. I am trying not to make the statement—I think I 
have conceded in here that there are economic advantages in the 
way A. & P., for example, produces and distributes preserves and 
jellies. 

Mr. Roosrvetr. Because they don’t go through a wholesaler, or 
what ? 

Mr. Mescuter. There is at least one selling expense missing. 

Mr. Roosrvetr. That is the wholesaler ? 

Mr. Mescuter. Yes. They standardize packages. Now, we are 
selling two customers in Philadelphia who compete with each other. 
Each one wants a different package. They don’t want it to appear 
to the public, to the retailer, that they are selling the same product. 
So instead of one production run for the volume of the two com- 
panies, an independent is faced with two production runs, with carry- 
ing two packages, and all the expenses that that involves. 

I have been in the Safeway plant in San Francisco, and I have 
never seen anything as economically set up from a production point of 
view. I was told this, that if the volume on an individual item or 
individual package doesn’t reach 3,000 dozen a month, they don’t 
stock it, whereas in our own situation, 3,000 dozen a month was a 
pretty healthy movement for a single item. But we had some 350 
items. 

Mr. Roosrevert. Does Safeway, to your knowledge, have any com- 
peting brands similar to yours today on sale in their stores? 

: “ana —— Here in Washington they have Old Virginia that 

Know OT. 
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Mr. Roosrveir. How do these people stay in business / 

Mr. Mescurr. They are faced with exactly the same condition as 
American Preserve. 

Mr. Roosevetr. Would I not be right in saying that you predict 
an early demise for them also? 

Mr. Mescurer. I wouldn’t want to go that far. But I do know 
that Bedford Products, Tea Garden, Fosgate, and American Preserve 
within a period of about 4 years in one way or another discontinued— 
and Squire Dingee—five of them, discontinued producing preserves 
and jellies. 

Mr. Roosevetr. You say you have the 55 members of your associa- 
tion now ¢ 

Mr. Curry. Yes. 

Mr. Roosrvetr. Do they include these absorbed units? 

Mr. Curry. Yes. In some cases. We include the Kraft subsidiary, 
which is Bedford Products, and also the Squire Dingee subsidiary of 
Beatrice Foods—that is a very recent transaction. Those two cases 
are the ones which come to mind. 

Mr. Roosevett. I believe you said your association members do 70 
percent of the total volume? 

Mr. Curry. Approximately. 

Mr. Roosevett. Of that 70 percent, how much of it is done by your 
chainstore affiliates ? 

Mr. Curry. Well, again that is conjectural, Mr. Chairman. We 
have heard figures to the effect that A. & P. and Safeway together, 
account for approximately 20 percent of the total production, the total 
again being a little bit uncertain. It amounts to something between 
800 million and a billion pounds per year. 

Mr. Roosrvett. They are not members of your association ? 

Mr. Curry. No. 

Mr. Roosevett. You see what I am trying to get at is that if your 
association members do 70 percent of the Thadeene and if a fairly 
large percentage of that is not chainstore-operated business, then we 
come up against a contradiction here some place, because you have a 
majority of the volume of the business ak tales done by the inde- 
pendents that Mr. Meschter here told me was on the way out. 

Mr. Curry. It should be noted, and should have been noted in my 
earlier remarks, that there are something over 230 companies who pur- 
port to be in this business on a commercial scale. Quite frankly, I 
don’t know how they do it, or to whom they sell. But through check- 
ing suppliers of glass and caps and other components, we are told that 
this number exists. 

One of the things that confuses this situation to a very great extent, 
an unfortunate extent, is the fact that we have no reliable statistics. 
Most of what we are dealing with is a “guesstimate,” although I think 
it is fairly accurate. 

Mr. Roosevett. Well, in your opinion are the majority of the 55 
members of your association facing a pretty bleak outlook for the fu- 
ture, if the trend continues? 

Mr. Curry. I would say so, particularly in view of the fact that we 
are in the unfortunate position of being unable to devote enough 
money to promoting our ag gree increase the total volume. This 
is brought about principally, I think, by the concentration of buying, 
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and the fact that there has been no proportionate reduction in the 
number of sellers. The sellers are fair game, and the manufacturers’ 
margins are kept at a very low figure. 

In his report, Mr. Sammis discusses this at some length, recognizing 
that it isa problem. And so far as I can see, it will continue to be a 
problem, and probably will be aggravated by the increasing number 
of chains acquiring their own facilities or otherwise bapmntong their 
operations. 


oo Roosevett. How many of your people produce private-brand 
abels ? 

Mr. Curry. Virtually allofthem. This is astandard practice. They 
do it reluctantly in some cases. Most of them, I think, adopt the 
philosophy that a certain amount of it enables them to make more efli- 
cient use of their productive facilities. But most of them are cautious 
about letting the private label side of the business grow to such an 
extent that the tail might start wagging the dog. 

Mr. Roosevetr. Suppose you make a private brand of marmalade, 
let’s say, and you sell it under a private brand, and you sent out 
exactly the same formula to seine else under somebody else’s 
private brand—is this a probability ? 

Mr. Curry. It isan actual fact. 

Mr. Roosrvetr. Is it also an actual fact that one jar might cost me 
30 cents and another jar might cost me 40 cents. 

Mr. Mescuter. Yes. 

Mr. Curry. It is conceivable. It just depends upon what use might 
be made of this merchandise. 

Mr. Roosrvetr. All you can do is eat it? What use do you usually 
put to it? 

Mr. Curry. I mean so far as merchandising plans are concerned, 
how it is used, whether it is sold as a special of some kind. 

Mr. Roosevett. Well, if it is exactly the same product, it shouldn’t 
make much basic difference to the housewife, should it, whether it is 
sold as a specialty or a standard, if it is exactly the same product? 

Mr. Curry. It shouldn’t, but it does. 

Mr. Mescuter. The promoted label brings a higher price necessarily 
than the private brand. 

Mr. Roosrvetr. Isn’t there something dishonest when I have to 
pay 25 or 30 cents more for the same piece of merchandise when some- 

ody does a little more advertising ? 

Mr. Mescutrer. You buy 75 cents worth of preserves and jellies 
and 25 cents worth of promotion, that is all. 

Mr. Roosrvetr. I won’t belabor the point, but I hope the housewife 
will agree that this shouldn’t be done. 

Mr. Mescuter. Well, the housewife leans the other way. 

Mr. Roosevetr. What do you mean she leans the other way ? 

Mr. Mescuter. She seems to be more likely to buy the promoted 
brand. 

Mr. Roosevetr. She is gullible to the effects of the advertising. But 
I don’t think she knows she is buying the same thing. You mean to 
tell me if I put on the label, “Mrs. Housewife, you are buying the same 
product made for Joe Blow, you are buying the same ingredients but 
you are paying 10 cents more,” do you think she would buy it? 

Mr. Mescuter. But the point, Mr. Chairman, is that the advertising 
price is the cost of getting it on the shelf. 
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Mr. Roosrvetr. But somewhere there should be the information that 
this is not exclusive, that this advertising is dishonest, because it does 
not say that it is exclusively made under a special formula for that 
particular brand. And, therefore, in my humble opinion—and you 
may disagree with me—I don’t think that is honest. And I would feel 
exactly the same way about a pair of shoes or an overcoat or anything 
else that is sold under that kind of a system. 

Do you think it is defensible ? 

Mr. Mescuter. It would be unusual advertising that could claim the 
reverse. 

Mr. Roosrvetr. I don’t agree with you but I won’t belabor it. 

Mr. MacIntyre. 

Mr. MacIntyre. Mr. Curry, I would ask you this question. As we 
understand Mr. Meschter’s testimony, it is to the effect that his prob- 
lems, difficulties, arose largely because of depending upon private 
brand sales, and then when that particular customer discontinued, he 
had lost his market. 

Now, you spoke about Mr. Sammis and his survey, and I will ask 
you this. With respect to situations such as Mr. Meschter’s, didn’t Mr. 
Sammis give you some advice about how a person or concern in that 
situation could overcome it? Will you tell us what he says about 
how to overcome it ? 

Mr. Curry. In the final portion of his report, Mr. Sammis noted 
seven specific problems—one of which I have referred to, that being 
the battle for shelf space. He has one which he titles “The Problem 
of Low Prices.” And he says there: 

The preserving industry would be much healthier if prices were high enough 
to promote adequate expenditures for vitally needed consumer promotion. 
Through courageous leadership prices can be raised gradually bit by bit. In- 
vestigating the price differential, supplemented by reserve funds in consumer 
promotion will insure future growth and profits. As brand names become 
established it will be easier to secure wider distribution and eventually reduction 
in retail margins. Increased sales above present levels will produce more than a 
proportionate increase in profits. 

Mr. MacIntyre. Is it correct to say that his advice in that direction 
is to this effect, that is, when you have lost your market as a result 
of your private brand customer discontinuing his purchases, you are 
then put to it to expend large amounts for reestablishing your brand in 
the market ? 

Mr. Curry. That was the very situation which confronted Mr. 
Meschter, and he sat down in council with the other principals, and 
their conclusion was that such an investment would constitute too 
great a risk. They were talking about such a sizable amount of nioney 
that they were unwilling to bet they would be correct in putting it into 
promotion to reestablish the Schimmel brand. 

Isn’t that true, Mr. Meschter ? 

Mr. MacIntyre. Something like spending $1 million for reestab- 
lishing it? 

Mr. Mescurer. I might add that at that time the advertising 
agency, J. Walter Thompson Co. in New York, was doing some work 
for the Preservers Association, and I had an opportunity to discuss 
with one of their gentlemen exactly the problem facing American 
Preserve. At that time—this is in 1954 and 1955—at that time the 
cost of promoting the Schimmel brand, the cost of establishing a 
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consumer franchise would have been quite great, ~ think unquestion- 
ably beyond the resource of American Preserves. And the additional 
point should be made, I think, that American Preserves could have 
afforded one campaign. If it succeeded we would have been in busi- 
ness, if it did not succeed, we would have been out of business. 

Other larger companies can afford a campaign in this section of the 
country, and if it succeeds, expand it, if it doesn’t work try somebody 
else somewhere else, they are not dependent upon one roll of the dice. 

Mr. MacIntyre. To sum it up, you had lost your market by going 
into the private brand business, and you found it would cost you too 
much to reestablish it ? 

Mr. Mescurer. That isa fair statement. 

Mr. Roosrverr. Mr. Brown? 

Mr. Brown. Mr. Curry, what national trademark brands are there 
in the preserve business ? 

Mr. Curry. I think it would be generally agreed that there are no 
national brands as such. Welch would come close to it, and Kraft is 
coming increasingly close to it. But I believe it is fair to say that 
they don’t have uniformly well-established distribution, I mean to 
such an extent that you would refer to them as national brands. 

Would you agree with that, Kyrel ? 

Mr. Mescurer. Yes. 

Mr. Brown. Let’s take Welch, for example. Are they distributed 
in A. & P., Safeway, American Stores, First National Stores, Kroger, 
and National Tea Co. ? 

Mr. Curry. To the best of my knowledge they are, certainly in 
Safeway and A. & P. 

Mr. MescuTer. But Welch is limited to grape products largely. 
Welch’s grape products are probably distributed as widely as any 
grocery product. 

Mr. Brown. Now, when the consumer goes into an A. & P. store or 
Safeway store or National Tea store, is there just one brand of pre- 
serves other than in grape products ¢ 

Mr. Curry. In some cases that may be true. I believe in most 
supermarkets you would find two or three. 

Mr. Brown. Two or three. 

Would you say that is right ? 

Mr. Mescurer. In American Stores in Philadelphia you would find 
Ideal Preserves and Glenwood Jellies, both made by American Stores. 

Mr. Brown. Those are house products ? 

Mr. Mescuter. House products. And you would find some odds 
and ends of other items, including Welch’s grape products, maybe a 
Crosse & Blackwell item or two, or something like that. But the bulk 
of the display will be Ideal & Glenwood. The bulk of the display 
in A. & P. will be Ann Page. 

In Safeway it will be Empress and Tea Garden. 

Mr. Brown. Now, in A. & P. do they own their own processing 
facilities, their own manufacturing facilities ? 

Mr. Mescuter. Yes, sir. 

Mr. Brown. Do all these stores own their own preserve factories? 

Mr. Mescuter. Well, I mentioned the ones that did. 

First National, American Stores, A. & P., Winn-Dixie, now Kroger, 
Jewel Tea recently, Safeway—Consolidated Grocers is not exactly a 
chain, it isa chainstore business in the Middle West. 
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Mr. Brown. Actually this preserve product is rather a cross, mer- 
chandisingwise, between the packaged label brand and the unpack- 
aged commodity; isn’t it? Historically, it has never had the margin 
built into it for promotion, and so forth; is that a fair statement? 

Mr. Mescurer. Our prediction is that it has tocome. 

Mr. Roosrvetr. I didn’t hear that. 

Mr. Mescurer. Our prediction has been that that has to develop, 
what he referred to, a few brands have to be established, very likely 
Kraft would be one of them. 

Mr. Brown. I judge from what you have said that it is a little late 
to establish a national brand because the distributors themselves have 
established their own brands. Is that a fair statement ‘ 

Mr. Curry. In terms of the schemes which have been thought of 
and the reasons why these schemes were considered not feasible, I 
would say that is true, it does seem too late at this point. 

Wouldn’t you say so? 

Mr. Mescurer. It is a major undertaking. It is one thing for 
Kraft Foods to undertake it, it is another thing for American Pre- 
serve. 

Mr. Brown. That would follow. But we see it on every hand, and 
you have spent 20 minutes here selling us the same story, that actually 
the economic power that is concentrated in the distributor can be even 
too much for the biggest at times to overcome. If they don’t want 
to give you shelf space you can’t get it. We found out in Kansas 
City that even National Dairies couldn't get shelf space for their milk 
wi'h a major chain. And they are pretty big. They own Kraft. 

Now, what you are saying is that this concentration of economic 
power makes it tough; isn’t that it? 

Mr. Mescurer. If you accept what has been called the theory of 
countervailing power. Unquestionably the concentration is there, in 
the distribution end. It will have to follow in the production end. 

Mr. Brown. In this particular commodity, it is manifest more than 
it would be in cereal or in flour or something like that, where there 
is a history of trademark brand; is that true? 

Mr. Mescurer. It is further out of balance today, I think. 

Mr. Brown. Now, one other question. To get at this thing, if it is 
an evil, we come back to the chairman’s question, is divorcement the 
answer ¢ 

In other words, just to separate distribution from processing and 
manufacturing ? 

Mr. Curry. I haven’t heard my other alternative mentioned. It 
would be very difficult for me to imagine anything that would meet 
the need quite so adequately. 

Mr. Roosevetr. Mr. Curry, wouldn’t you also have to go along if 
we don’t stop the merger itself? Even if they were required to 
divorce, it would still have the economic power to control shelf space, 
unless you produce some kind of an antitrust law that did provide 
fair competition, so that you could prove that if it were not given 
at least an opportunity to sell equal products at an equal price to 
compete, you were in essence stopping the housewife from having 
the ability or freedom of choice. And it would seem to me that you 
would have to couple that with the idea of divorcement to really 
accomplish what you are after. 
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Mr. Curry. The crux of the whole situation is the control of the 
shelf space. As was pointed out, 70 percent of all groceries now are 
sold through the supermarkets, and the figure is increasing steadily. 
They are getting, in other words, a tighter and tighter grip on the 
distribution of all food products. You must get back to the fact that 
some way you have to guarantee a fair split to everybody as to what 
shelf space is available. 

Mr. Roosevetr. If the gentlemen will yield for one more question. 

However, suppose the gentleman from Safeway comes in here to- 
morrow morning and says, “Well, granting all the argument that Mr. 
Curry gave you, I can still show that we can sell a jar of preserves at 
2, 3, 5, 8, 10 cents less, because of the inherent advantages that you 
talk about, and, therefore, what is evil or wrong about it ?” 

Now, will you answer that, in your humble opinion ? 

Mr. Curry. I think Mr. Meschter answered it better than I could 
in his final paragraphs there, where he said this thing has gotten to 
be of so much concern to the structure of our society. 

He says, “Both education and business experience, however, prompt 
a conviction that survival of independently owned, personally man- 
aged business organizations should be a matter of real public concern.” 

And I think it gets down to that. In essence, is economy the only 
thing that we should consider here? Are economy of production and 
efficiency of production the only factors to be considered, or are there 
larger values that should also be considered ? 

Mr. Roosrevetr. And you don’t know where this committee could 
go to get figures to show that the particular type of product, which 
originally had some competition because of the availability of shelf 
space or whatever was available, lost that economic low price attitude 
the minute it really became a monopoly, and that the price, as soon 
as the others were really frozen out, rose to a position that they 
thought the public would accept. In other words, iuaiealby what you 
have said in those words is that the advantages to the consumer 
eventually disappears. 

Now, I don’t know where to look for the answer to that in dollars 
and cents to show that this is true. Can you tell me where to look? 

Mr. Curry. I regret to say I cannot, other than to suggest the ob- 
vious, which is to refer to the files of the Federal Trade Commission. 

Mr. Mescuter. I don’t think, Mr. Chairman, that it was our pur- 
pose to plead any economic evil at this point. Our purpose was solely 
to illustrate the power that exists. 

Mr. Roosevett. If it is not a basically wrong power, certainly you 
nor anybody else can come into this committee and ask that anything 
be done about it, and I assume that the reason you come before the 
committee and illustrate the point, as you have said in the words that 
Mr. Curry quoted, that you believe that eventually this power is an 
evil thing; is that right? 

Mr. Mescurrr. If it is a power that is increasing and is not even- 
tually abused, it will be an exception to the rule. 

Mr. Brown. I think the point that the chairman made is philosophi- 
eally an excellent one. There is nothing evil in benevolent depotism, 
but how do you keep the despot benevolent? It has been my observa- 
tion, that this economic change we are going through, this phobia 
for integration, is all right as long as the despots, the economic 
despots who control a given industry, remain benevolent. 
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Now, food is the last industry really administered pricing can take 
over, and it is happening right here, every day, before our eyes. And 
the potential for evil is bound to exist where there is so much power 
concentrated in the hands of the distributor. 

Now, I can foresee today—I don’t know when or where it will hap- 
pen—but there will be a time when the distributors of food will be 
concentrated in so few hands that they will administer the industry. 
It has happened in every other industry where this trend has taken 
place. 

Do you perceive that ? 

Mr. Mescurer. That is exactly the point. 

Mr. Brown. Now, that doesn’t mean to say that if we kept the 
system whereby the man who builds a better mousetr: ap can sell his 
better mousetrap, we are going to get into a setup where everybod 
is going to live happily ever after. The inefficient will fall by the 
wayside because of the competition; but that, to me, is better than a 
system that forecloses a man who is building a better mousetrap from 
getting the distributor for it. 

Mr. Mescurter. It is the difference between selling 65 customers in 
a market and 6 or 7 

Mr. Brown. That is right. And where that power, that potential 
for evil exists 

Mr. Mescnurer. And whether that six or seven—one dropped out 
in Philadelphia within the last year—whether that six or seven will 
be six or seven a few years from now is another question. There have 
been three major mergers among the voluntary chain groups, among 
the wholesale grocers, in the last year. Montgomery and Sc huylkill 
Valley have combined. Perloff and Lowry have combined. ‘Now, 
they are defensive mergers, I suppose you would call them. There 
has been a lot of conversation about Quaker City and Frankford com- 
bining. It has not materialized. It has been denied. But it is the 
trend. 

Mr. Brown. One other question, and then, Mr. Chairman, I will 
turn this back to you. 

Mr. Meschter, let’s leave your personal company out of it. Do 
you feel that an A. & P. or Safeway can manufacture preserves better, 
more efliciently, than Cross & Blackwell ? 

Mr. Mescurter. As things are set up today, there is no question in 
my mind but what the Safeway operation is more efficient, costwise, 
than Cross & Blackwell. Cross & Blackwell has the same problem 
that American Preserve has. 

Mr. Brown. The added efficiency is from scheduling ? 

Mr. Mescurer. The added efficiency is from large ‘volume of single 
items, of individual items. 

Mr. Brown. Large volume? 

Mr. Mescuter. Of individual items. 

Mr. Brown. Well, now, let me give you another example. And 
you think about your answer. In one section of the United States, 
there is a coffee blend, that I happen to know about personally, where 
the margin, the retail margin on that coffee blend—it is an advertised 
private tr ademark—is smi aller than on any other coffee that has prob- 
ably ever been sold in this country. And yet it sells right alongside 

Safeway’s private label coffee, and A. & P.’s private label coffeee, on 
the same shelf space, and outsells them by 11% to 1, at a higher price. 
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They say they have built a better mousetrap, a better coffee, and they 
sell it, they advertise it, they promote it, they merchandise it, and 
they beat anything that the distributors can do with their private 
label. 

Do you think that there is anyone in the preserve business who can 
do that? 

Mr. Mescuter. But the company you are talking about, I think by 
the very way you stated the case, you can see, it is not so much that 
they are better coffee roasters, as they are better promoters, and better 
advertisers, and better salesmen, is the reason that they have been 
successful. 

Mr. Brown. Yes, sir. But, in my opinion, I think that that, all 
wrapped up together, makes the modern business. I think that the 
modern manufacturer today must not only be able to produce and 
make a good product, but he must be able to merchandise it and sell 
it right along with the best of them. Don’t you think so? 

Mr. Mescurer. Well, American Preserve never did a lot of that. 
Tea Garden, at one time, had a national sales organization, endeavored 
to promote the brand nationally. They made a real effort in that 
direction. 

Mr. Roosevetr. In other words, what you feel is they might be 
successful for a time, but through control of shelf space or something 
else, they cannot put together enough money to hope by promotion to 
overcome the other disadvantages. 

Mr. Mescurter. I certainly feel the odds are against them. Now, 
the example that Mr. Brown just cited is an exception to that state- 
ment. 

Mr. Brown. Well, it could be a difference in commodities. Now, 
you know, coffee has always been a merchandisable item, where you 
could have the 10-cent coupon and the 2-for-1 sales and everything, and 
really wheel and deal with the gimmicks. Maybe preserves have not 
been that kind of item. 

Mr. Mescuter. Well, I think it is a fair statement to say that Kraft 
is —— preserves—Kraft preserves and jellies. 

Mr. Brown. And they are selling alongside the private label goods 
in all these chains. But they are relatively new in the field. 

Mr. Mescursr. I would think it would be a very interesting ques- 
tion to see how much of an investment they have put in the develop- 
ment of that product, of preserves. 

Mr. Brown. I think that would be. 

Mr. Roosrvert. Counsel, I think it would be a good question to 
put down to ask the Kraft people. 

Mr. Brown. Thank you very much for your testimony. 

Mr. Roostveir. We want to thank you very much for your helping 
the committee. It has been most interesting. 

The committee will now hear from Mr. D. C. Scott Daniel, general 
counsel and executive vice president of the National Independent 
Daries Association. 

Mr. Daniel, we are very happy to have you, sir. We appreciate 
your waiting until this late hour in the evening to give us your help 
and counsel. 

I believe you have a prepared statement, sir. Do you wish to go 
right ahead ? : 
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STATEMENT OF D. C. (SCOTT) DANIEL, EXECUTIVE VICE PRESI- 
DENT AND GENERAL COUNSEL OF THE NATIONAL INDEPENDENT 
DAIRIES ASSOCIATION 


Mr. Dantet. Mr. Chairman and members of the committee, my 
name is D. C. Daniel. I am the executive vice president and general 
counsel of the National Independent Dairies Association. The mem- 
bership of the association is composed of over 400 small- and medium- 
size independent dairymen who are located in about 39 States of our 
Nation. Some of those members are engaged in the manufacture and 
sale of ice cream; some in the processing and sale of milk and the 
manufacture and sale of ice cream, and the remainder process and sell 
milk. This association has been in existence for a little more than 
2 years. It came into being as a result of the plight of the independ- 
ent dairymen who were being seriously injured and forced out of 
business by unfair trade practices with which they could not cope. 

Conditions in that industry have become increasingly chaotic for 
the past 5 or more years. The average small dairyman does not fully 
understand the complex laws with regard to trade practices. Nor has 
he the financial resources to employ expert counsel familiar with the 
antitrust and related laws to advise him as to his rights when he is 
confronted with unfair and ruinous trade practices of his competitors. 

The situation in the industry became so alarming to the small dairy- 
man as he saw his business being taken away from him and new ac- 
counts denied him, by what he considered to be unfair methods of 
competition, that he began to seek an answer to the many problems 
facing him as the result of that competition. 

In desperation a number of such small businessmen organized the 
National Independent Dairies Association. Since this organization 
came into being we have been constantly studying and reviewing the 
trade practices in the dairy industry and the facts which we have 
gathered reveal that the small independent dairyman for many 
years has had ample cause to be alarmed and distressed because of 
the unfair trade practices which have existed and do now exist in 
the dairy industry. 

The unfair trade practices confronting the independent dairyman 
are numerous, and among them are (1) sales below costs, (2) making 
of exorbitant loans for the purpose of gaining accounts and exclusive 
dealerships, (3) supplying expensive cabinets in excess of the num- 
ber needed for dairy products, (4) outright buying of accounts. 

Those and other trade practices have been well spotlighted in 
hearings conducted by the Senate Subcommittee on Antitrust and 
Monopoly of the Committee on the Judiciary and the Special Sub- 
committee on Small Business Problems in the Dairy Industry of the 
House Select Committee on Small Business. In each instance the 
subcommittee, after having conducted thorough hearings, issued ex- 
cellent reports which could leave no doubt in the mind of anyone 
as to the widespread usage of unfair, unlawful, and ruthless trade 
practices which are facing the independent dairyman and forcing him 
either to sell out to a competitor or liquidate this business. 

The dairy business is traditionally a local one. And prior to the 
formation of the giant dairy chains the dairymen could and did 
successfully police their own industry. But during the 1920's there 
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developed in the dairy industry the “urge to merge” or the “desire to 
acquire,” and since that time, national chains have been constantly 
expanding their operation through acquisitions and mergers to the 
detriment of the independent dairymen. One concern does a volume 
of business amounting to about $114 billion per year. Another con- 
cern has sales, through acquisition of competitors and other trade 
practices in excess of 38,000 percent since 1932. In fact, four of the 
national dairy concerns through the past years have acquired over 
1,000 competitors. Today the sales of eight concerns equal the total 
sales of all of the other dairy suppliers in the United States. Because 
of the tremendous resources of the giants of the industry, they have 
the financial ability to destroy, through the use of unfair trade prac- 
tices, the independents in any section of the country wherever they 
desire to do so. 

There has been a similar explosive expansion of retail grocery 
chains which, in our judgment, has been of great assistance to the 
dairy chains in their march toward monopoly of the dairy industry. 

A national dairy chain, which has been engaged in a most out- 
standing merger binge, has the distinction of- being the leading U.S. 
corporation in total mergers. According to the Federal Trade Com- 
mission it increased its sales from $52 million in 1950 to $375 mil- 
lion in 1954. Its assets leaped 797 percent during that period. A 
spokesman for that corporation made the following comment regard- 
ing the grocery chains. 

Mr. Roosrvett. Do you mind identifying it by name? 

Mr. Daniet. That particular firm ? 

Mr. Roosevetr. Yes. 

Mr. Danret. That is the Foremost Dairies, sir. 

Mr. Rooseveit. Thank you. 

Mr. Dantet. The quotation is: 

With the merging and expansion of these chains, it is the considered opinion 
of nearly everyone who is in the food business that within the next 5 years a good 
80 percent of all food business in the Nation will be in the hands of perhaps 
10 large chainstores * * *, 

Since the retail grocery chains are rapidly increasing their expan- 
sion and volume of business they are being constantly courted by the 
dairy chains for their patronage. Due to the scope of the businesses 
of the dairy and retail grocery chains, it is apparent that headquarters 
deals can be made to the exclusion of the independent dairyman who 
operates in a local area where units of the retail chains are found. In 
commenting on the innovation in the sale of dairy products this same 
spokesman, referred to above, stated as follows: 

Since the end of World War II we have seen the chain stores virtually elim- 
inate the “mama and papa” stores in most of our big cities. We have seen retail, 
faced with extremely adverse economic circumstances, decline badly; and we 
have lost much of this direct contact we once had with our consumer. 

Today our salesman sits down across the desk from one buyer and presents 
his story, and at the end of the week the buyer attends a buying committee meet- 
ing with 4 or 5 chainstore executives, during which meeting our proposal 
is examined coldly and factually, along with 15 or 20 other proposals. 

We are constantly receiving reports of pressure being applied on 
dairymen, both large and small, by retail chains for special discounts 
over and above those given to the chain’s competitors; and quite often 
the demand is accompanied by a threat that unless they receive such 
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discounts, which often result in prices below cost, they would dis- 
continue buying from the supplier and buy the products from a sup- 
plier who would meet their demands. It has been called to our 
attention that some retail chains have demanded not only the dis- 
criminatory price, but, in addition, a letter from the supplier stating 
that the supplier was according the same discount to all of his cus- 
tomers, knowing, or having ample reason to believe, that the supplier 
could not grant such a large discount and stay in business. In a case 
of this kind a small- or medium-size supplier who is selling in con- 
siderable volume to the retail chain is at the mercy of the retailer, 
for his operations are geared to produce on a volume basis, and if he 
loses 40 percent of his volume he is in serious danger. 

It is a fact of life that, if the giant retail outlets desire to do so, 
they can cooperate with one supplier to the exclusion of his competi- 
tors and induce the consuming public to buy its dairy products through 
the retail chain. 

A striking example of the ability of retail chains to promote the 
products of one supplier, to the exclusion and detriment of other 
suppliers, is found in the report of the Senate Subcommittee on Anti- 
trust and Monopoly concerning the trade practices in the Greater 
Kansas City area, as follows: 

In the A. & P. case, A. & P. was shown and found to possess monopoly power. 
The Safeway and Kroger cases were similar to the A. & P. case. Participating 
with Adams were all three. Thus it would seem that the power of those chains 
supplied any lack of power in Adams. Entry into markets by Adams appears to 
have been made at the will of the chains located in the market. Adams’ pricing 
and advertising policies and his objectives became common to all and all partici- 
pated in carrying them out to what appears to have been a successful end. The 
chains benefited along with Adams in a growing share of the market and a di- 
minishing share of their competitors. The effectiveness of the price cutting or 
price wars was generally at the retail level. Although the chains did not receive a 
loss on milk sales, since Adams absorbed a profit to the chains in his losses through 
price cutting, they sold at the low prices set by Adams and apparently were 
participants in Adams’ low-pricing policy in order to force purchasers into the 
chainstores. The chains, it is indicated, had the means by which Adams could 
successfully expand from market to market and capitalize on the horizontal inte- 
gration of the chains. While doing so, with seeming predatory practices in 
new markets, he was operating successfully on the whole through higher prices 
to the same chains in established markets. In the latter markets the chains also 
sold to consumers at higher prices while using Adams’ cut prices in the price-war 
areas. Thus, the question arises whether Adams is in substance a fighting 
ship for all instead of the chains using a division of their business as such. 

When the wholesale outlet is denied the dairyman he has left only 
the home retail routes. In 1940 in Greater Kansas City those routes 
constituted 75 percent of the fluid milk business, the remaining 25 per- 
cent being sold from retail grocery stores. Now that ratio has been 
reversed and 75 percent is being sold by the retail grocery stores and 
25 percent is being delivered to the home by the dairies. 

I might add that in the St. Louis area, 74 percent of all milk sold by 
handlers was sold through wholesale outlets in November 1958, I be- 
lieve that was. In November 1949, it was 43 percent. So it has 
jumped up, increased since 1949 from 31 percent to 74 percent in that 
area, if I am correct in my dates. 

Thus three grocery chains and one dairy supplier, through con- 
certed efforts, have been able to greatly expand the volume of the three 
chains and the one supplier, resulting in serious financial injury and 
irreparable loss to competing retail grocery stores and dairy suppliers. 

3519—59—pt. 1——12 
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We have here some pictures which clearly show how the milk of 
dairy chains is sold to the exclusion of the milk of competing sup- 
pliers. 

Mr. Chairman, if I may, I would like to present these pictures at 
this time, because I think it presents a very good illustration of what 
takes place. 

Mr. Roosrvetr. Without objection, the pictures will be accepted 
und inserted in the record at this point. 

(The material referred to follows :) 
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Mr. Dantez. In some of those pictures, it will be noted that the 
Adams milk is sold exclusively from the cabinet. I believe one shows 
that there are three chains represented in another cabinet. being, | 
believe, Foremost, Beatrice, which has the Meadow Gold trade name, 
and Sealtest, or National Dairy Products, sold under the brand name 
there of TV milk. And while we are mentioning pictures, here is 
another which 1 might submit. That is in the Kansas area there. 
I have one here from Monroe, Mich.—since it deals with the chain- 
store, showing ice cream—we are talking about milk, but we have the 
same practice in the ice cream field, too. So if I may, Mr. Chairman, 
I will submit this picture, along with the group, while I have it in 
mind. It shows the Kroger store with ice cream selling at a half 
gallon for 39 cents which in our judgment is so far below cost, it is 
ridiculous. 

When the retail grocery chain sells dairy products at unreasonably 
low or below cost prices, other retailers demand of their suppliers 
discounts which will enable them to meet the prices offered by the 
retail chains. Whereupon a price war ensues. In one area where a 

rice war was in progress, milk was selling for as low as 6 cents a 
half gallon wholesale and 8 cents retail. In many areas of the coun- 
try price wars, waged by retail chains and large dairy chains, have 
had the effect of dropping the price of dairy products to figures which 
were substantially below cost. In fact, a representative of one na- 
tional dairy concern who was a participant in a price war testified 
that hiscompany was losing from $3,000 to $4,000 a day. 

Right at that point, I brought with me a complaint which was filed 
in the District Court of the United States for the Western District of 
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Kentucky, at Louisville, by five independent dairymen against Dean 
Milk Co., Inc., of Chicago, a Kentucky corporation, Great Atlantic & 
Pacific Tea Co., and also the Kroger Co. That is a price war, and I 
thought it would be of some benefit to the committee in showing what 
the practices are involved in this litigation, and the serious problem 
faced by the people in Louisville, the independents, If I may offer 
that, sir, I would like to have that in the record. 

Mr. Roosrvett. We will accept that and it will be retained in the 
committee files. 

Mr. Dantet. Since the retail chains and the national chains do 
business on such a wide scale, they can lose money in one area while 
reaping huge profits in other areas where they are not engaged in 
an wars and wind up at the end of the year showing a nice profit; 

ut the price wars leave in their wake the corpses of the independent 
dairy suppliers. The survival of the small dairyman depends upon 
the business obtained by him in his limited local area. If that is 
denied him, he fails. 

Mr. Roosrevetr. Mr. Daniel, are there any figures available which 
show that after the small dairyman has been put out of business, what 
happens to the price of the product in that area ? 

Mr. Dante. Well, Mr. Chairman, I think that it is the history of 
human experience when monopolization takes over, the prices rise. 
But now responsive to your immediate question there, I would say 
that a good example is, say, the Florida situation, where half a gallon 
of milk sells wholesale, I think, at around 51 cents a half gallon. 
In other areas of the country that will wholesale for around 35 cents, 
depending upon the area and the supply of milk. 

There is an excellent statement concerning your problem there, it 
hits the nail right on the head, in this repert put out by the Small 
Business Committee, subcommittee here, investigating the dairy in- 
dustry. That point is well covered in that case, because it shows so 
clearly where there is not a price war, then the price is set up, or where 
there has been a monopolization, shall we say, then the price is up. 

Now let’s get close to home here. 

I gave you a picture there, showing ice cream selling at 39 cents 
retail. Have you visited these stores around here lately to see what it 
costs you? You can buy it—I think I noticed it in Peoples for 89 
cents a half gallon. Other brands you find $2.12 a gallon. So it de- 
pends upon where there is a monopoly, in my judgment, or where 
there is a price war. That question is well settled, I think, by the 
able job done by Congressman Brown and Congressman Steed and 
others on that committee, which was one of the best investigations 
I have ever seen, and one of the most capably conducted and most 
thoroughly conducted I ever noticed in my 31 years in Washington, 
and it is complete on this very question. That is the reason I didn’t 
deal at length on those questions here because I considered you are 
hearing primarily with regard to chains. But we could write volumes 
on that one subject there. You would take the country as a whole 
and just show where that situation prevails. If you would like, I 
will figure out figures for you. But I just thought you would have 
the advantage of that fine report. 

Mr. Roosrvetr. Well, I agree with you. It is an excellent report. 
And as you probably know, the special subcommittee is going to con- 
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tinue its work. But my point is that in order to really prove your 
case, we must try to find as w idespread a set of figures as we can find, 
to show that these are not isolated instances, that this is the inevitable 
happening, that whenever competition is eliminated and monopoly 
takes over, that while for a while it may produce a lower price, that 
the time inevitably comes when the price goes up as high as they dare 
put it. So whenever we can find w ays of arriving at the broadest 
amount of illustration of that fact, it is of help to the committee. 

Mr. Dantet. That evidence was submitted, and it is in the testi- 
mony in that small business committee investigating the dairy in- 
dustry. 

Of course, I presumed that the committee would take official knowl- 
edge of the ‘testimony there, in that committee, and also take know]l- 
edge of the fact of the report which is written there. 

Mr. Roosrvetr. To your knowledge does the Department of Agri- 
culture put out, not only on dairy products, but on other products, any 
figures contrasting prices on similar articles in various parts of the 
country ? 

Mr. Dantet. Well, that is part of the information which we pre- 
sented before the dairy committee. 

Mr. Roosevetr. You got it from the Department of Agriculture? 

Mr. Danret. The Department of Agriculture put that out. It 
showed—let me see—it took in Louisville and several other areas and 
showed the differences in prices. That information is in the record 
in the dairy hearing. 

Mr. Roosevetr. You don’t know whether it covers other things 
than dairy products, do you? 

Mr. Dantet. No, sir; I hardly have thought anything but dairying 
for the last 2 years. I have been so busy with price wars, I hav en't 
had a chance to get over into the other fields. 

Mr. Roosevett. All righ®, sir, you go right ahead. 

Mr. Dantev. Thank you, sir. 

Another practice which ‘enters into the picture is that of the retail 
grocery chain manufacturing its own ice cream, processing its own 
milk, and selling those products at exceedingly low prices under their 
own private labels. Obviously this practice takes away from the 
dairy suppliers the volume of those products obtained through such 
integration. 

The suppliers have noted with alarm such integration and fear its 
expansion. And the retail chain grocers, knowing this, can hold over 
the heads of the dairy suppliers the constant threat that if the gro- 
cery chain is not accorded special discounts, rebates, serv ices, adver- 
tising allowances, loans of money, cash for new unit openings, free 
equipment, and other inducements, the integration action will be 
taken. 

A variation of the vertical integration problem is found in the use 
of private labels by the retail chain grocery. The use of private 
labels is being increased with great rapidity. 

Here the grocery concern ‘desiring a private label dairy product 
tells his supplier that if he will not supply the concern with its 
desired volume of dairy products under the concern’s own private 
label, the concern will either acquire captive ice cream manufacturing 
and milk processing plants or give its patronage to a dairy supplier 
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who will conform to its wishes. The dairy supplier is placed in a 
serious position for he knows that if he refuses the request he will lose 
the account, and if he succumbs to the threat, he will witness the sale 
of his merchandise, of the same grade and quality, under the private 
label of the chain at a lower price in competition with his products 
being sold under his own brand name by customers competing with 
the chain. Further, when this matter is brought to the attention of 
his other customers, they will also insist that their dairy products be 
erate under private labels so that they can compete with the 
chain. 

As has been pointed out above, the control that the gigantic mer- 
chandising firms exercise over the market at this time has removed 
the element of choice from the local dairy supplier. He must obey 
the will of the chainstore buyer or be satisfied with the ever shrinking 
portion of the market that the chainstore has not yet devoured. 

In some instances retail chains have demanded and received con- 
tributions from their suppliers for use in the opening of new units. 
Those contributions have consisted of sums of money, merchandise 
and assistance by employees furnished by the suppliers. No wonder 
they can expand their units if suppliers are required to help foot 
the bill. 

Unfair and unlawful trade practices have been so pronounced in the 
dairy industry that the Federal Trade Commission has issued com- 
plaints against a number of dairy concerns. And recently two com- 
plaints were issued by the Federal Trade Commission under the anti- 
merger section of the Clayton Act against retail grocery chainstores. 
In addition, the Department of Justice has brought an indictment 
against one of the national chains and, we are informed, is now con- 
ducting a grand jury investigation concerning the acts and practices 
of other concerns in the dairy industry. 

However, regardless of those cases, the concerns charged with 
violations of the Federal laws appear to be going merrily along their 
way in a continuation of those trade practices. It seems that the 
only law recognized in the dairy industry is the law of the jungle— 
“Might makes right.” 

The legal actions above referred to may ultimately affect a cure 
of the cancerous condition found in the dairy industry, but, in view 
of the great. period of time necessary to bring such legal actions to a 
final determination, it may well be that, if a cure is effected, the vast 
majority of the patients will have passed on. We prefer the services 
of a doctor to those of an undertaker. 

If the enforcement of the laws is to be effective, the regulatory 
agencies of our Government must be clothed with necessary legal 
processes. It is impossible for the FTC to bring the unfair and 
unlawful trade practices in the dairy industry to an immediate halt 
for the reason that it has no temporary injunctive power which it can 
use in the dairy industry cases. 

If prosecutions by the Federal Trade Commission of such trade 
practices under the Clayton Act and section 5 of the Federal Trade 
Commission Act are to be effective, then such injunctive power is es- 
sential, for the respondents in those cases are not subject to sanctions 
until after the Commission’s orders to cease and desist have become 
final. If the cases go to the U.S. Supreme Court years will pass 
before the matters are finally determined. 











SMALL BUSINESS PROBLEMS IN FOOD DISTRIBUTION 183 


No doubt, it would be argued that the use of injunctive power 
would be a drastic action, but emergencies require drastic actions, 
and a state of emergency exists in the dairy industry to the extent 
that unless the unfair trade practices are stopped, free enterprise in 
the dairy industry will be a thing of the past in the not too distant 
future. At the present time, and for many years last past, no small 
dairyman could close his place of business in the evening without 
constant fear that the morrow might bring actions by his giant com- 
petitors which in short order could wipe out his business which 
represents his life’s work. 

A foreboding to that effect is indicated in the statement of the 
spokesman of the large dairy concern hereinbefore quoted : 

We are going to the gold fields. We are going to stake a claim on the 
American market and defend it against all comers. We are going to grow as 
we have always grown—bigger every year. * * * 

In addition to the acts and practices hereinabove referred to, the 
independent dairyman is also faced with the additional burden of 
high taxes and other important item such as ever-increasing. costs 
of supplies, equipment, labor. 

We have heard it said over and over again that small business is 
the backbone, foundation and life’s blood of our free enterprise sys- 
tem. Insofar as the dairy industry is concerned that backbone has 
lost many of its vertebrae. Its foundation is being so chipped away 
that the structure is crumbling and the life’s blood is being spilled 
all over the marketplace. 

We trust that im the not too distant future fair play will be 
returned to the marketplace. We fervently hope for such an achieve- 
ment before monopolization of the entire industry has become an 
accomplished fact and our free enterprise has been destroyed. The 
citadels of economic justice must be retaken and remanned. 

Mr. Chairman, I would be glad to answer your questions. I appre- 
ciate your being so attentive in listening to me. If you have some 
questions, I would be glad to answer them. 

I have here an editorial—this is a reprint from the American Milk 
Review, June 1957, entitled “Destructive Competition.” 

If I may, I would like to offer that editorial for the record, Mr. 
Chairman. 

Mr. Roosevett. It will be accepted by the committee, without 
objection. 

(The editorial referred to follows :) 


[Reprinted from the June 1957 American Milk Review] 
EDITORIAL—DESTRUCTIVE COMPETITION 


The failure of a fair trade practices bill in Ohio is a blow to the dairy indus- 
try’s efforts to extricate itself from the morass of destructive competition in 
which it is mired. The respect enjoyed by Ohio gives it an influence that extends 
far beyond its political boundaries. Other legislatures facing similar decisions 
will, to a degree, be affected by the debate and action taken at Columbus. 

The unfavorable vote was probably the least of the misfortunes that befell 
the dairy industry. Far more serious in our estimation was the division of the 
industry that was exhibited. Despite the fact that the bill had the support of the 
Ohio Dairy Products Association the active opposition of certain powerful 
segments of the dairy industry contributed to its defeat. 

We can view the result only with distaste and foreboding. It tends to give 
substance to the basic evil in the competitive situation. The evil, expressed in 
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terms of unjustified discounts, free equipment and services, extensive loans, and 
outright gifts of cash, transform competition from a contest based on quality, 
service, and efficiency into a contest of financial strength. The victory goes to the 
biggest bankroll. 

Such a condition is bad for the industry and bad for the country. It breeds a 
cynicism, a corrosion of the moral foundations upon which society rests. 

We visited a magnificent plant a few weeks ago. It represented the best in 
milk processing equipment and design. Here was industrial management at its 
best. Here were the old virtues of thrift, of sound financial management, of 
service, of quality plus enlightened labor relations, progressive merchandising, 
and a high sense of industrial responsibility. By all the standards of the free 
enterprise philosophy, this plant was a model. Yet it was struggling. It was 
struggling because it did not have a bankroll big enough to meet the deals that 
some of its competitors were offering. Of what avail are integrity, merit, and 
quality against a 12-percent discount with a new car thrown in? 

This situation is not a mere matter of business relationships. This touches 
the very heart of the ethical and moral concepts that are the basic framework 
of civilization. A bribe is a bribe whether it is used to buy a vote or a stop. 
The demoralizing influence of such practices upon the industry is surpassed by 
the shameful deterioration of moral standards that they represent. 

Mr. Roosrverr. Mr. Daniel, we want to thank you, you certainly 
made a most effective statement. It occurs to me that some of the 
things, that you detailed to us, undoubtedly are—and I think you 
probably realize—a violation of the existing law, as of today. In my 
humble opinion, some of them would include conspiracy, and prob- 
ably be actionable. The problem is, as I think you have pointed out, 
how can we proceed to improve the functioning of the administrative 
side of the law or the enforcement side of the law so that it works 
quickly enough to bring relief in stiuations such as these? 

This committee, as you may know, has endorsed legislation, H.R. 
432, which is a step in the right direction, although it doesn’t go as 
far as your suggestion that there be given the injunctive power 
to FTC. 

Mr. MacIntyre reminds me that consideration at this very moment 
is being given to the drafting of such legislation. And I think situa- 
tions such as you have brought to us need to be documented as specifi- 
cally as we can document them for presentation to the Judiciary Com- 
mittee, which is the committee of the House, at least, which will pass 
on the feasibility and the necessity of such legislation. 

I think we have discussed the price angle. Again, whenever you 
do have specific instances of the same product being sold at a higher 
price in one area, where they accomplished the elimination of the 
competition, and established the monopoly, as against prices in a 
different area, the more widespread we can show that to be, again, I 
think we can get more directly at that. 

In your statement where you describe that the dairy supplier is 
placed in a serious position for he knows that if he refuses the re- 
quest. he will lose the account and if he succumbs to the threat he will 
witness the sale of his merchandise, of the same grade and quality, 
under the private label of the chain at a lower price in competition 
with his ee ts being sold under his own brand name by customers 
competing with the chain, would there be any merit at all in the 
prohibition of private labels, except where the concern actually was 
in the business themselves, assuming that they were allowed to con- 
tinue, allowed to be integrated to that extent ? 

Mr. Dantev. Mr. Chairman, I think there certainly would. I 
think—as I recall, the Supreme Court said in one case that a party is 
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entitled to get what they want, regardless of whether that is deter- 
mined by caprice, whim, or ignorance. And they should be told 
whose ice cream it is, I think, in letters of equal conspicuousness with 
the name of the brand. For instance, you touched on the heart of the 
problem awhile ago. If they are going to take their own brand—I 
mean, if they are going to take, say, John Doe’s ice cream, I think the 
package should travel under John Doe’s colors. As one writer has 
said—and I think I should put this page from Time magazine of 
June 15 in on this private label, because there is some very interesting 
and helpful information. 

Mr. Roosrvexr. It will be inserted in the record at this point. 

(The article referred to follows :) 


[Reprinted from Time, June 15, 1959] 
BrRAND-NAME BATTLE—GROCER’S PROFITS VERSUS NEW CONSUMER F oops 


The rise of supermarkets, which now sell 68 percent of all U.S. groceries, has 
brought some potent new weapons to an old competitive war: The fight between 
the national name brands (sold under a corporate trademark) and the private 
labels (groceries processed for individual stores or chains). In the past 3 years, 
the private labels have increased their share of the market for many items— 
instant coffee from 12 to 31 percent, frozen vegetables from 38 to 53 percent, 
margarine from 58 to 71 percent, etc. Even such an advocate of national brands 
as the National Tea Co. (1958 sales: $794 million) is reluctantly turning to pri- 
vate labels in hopes of boosting its profit. 

Although many private brands sell at lower prices, they are really a long- 
range detriment to the consumer, charges Henry Abt, president of the Brand 
Names Foundation. Says he: “Private labels ride the coattails of makers’ 
brands. No private label past or present has ever pioneered a new product or 
improved an existing one.” National food brands last year spent $105 million on 
research and development of new products and $476 million to advertise them. 
An estimated 33 percent of every dollar spent in supermarkets goes into products 
that did not exist 10 years ago. 

“National-brand advertising draws the customer into the supermarket,” says 
the marketing director of a national dairy-product maker. “But once in the 
supermarket, the customer can be subtly—or not so subtly—pressured into buying 
the same kind of food undcr a private-brand label.” 

Supermarkets often shunt private labels to bottom shelves, place their own 
house brands at eye level. National brands are often stocked in insufficient quan- 
tities, and money from national-brand cooperative advertising has been known to 
find its way to advertise private brands in local newspapers. 

The shift to private labels has often been aided by the national-brand makers, 
who offered profit margins so small that supermarkets were forced to turn to 
private brands. “Take tine case of detergents,’ says pronational brands Paul 
Willis, president of Grocery Manufacturers of America. “There’s as much as a 
40 cent difference in price on some sizes at the distributor’s level.”’” The reason: 
Manufacturers with more capacity than orders take on a job of putting out a 
big-volume private label without allocating their production costs realistically. 

So tough has the competition from private labels become that some national- 
brand makers turn out both in the hope of lowering overall production costs 
and gaining a more favorable reception for the manufacturer’s name-brand 
products. In many cases the quality is exactly the same, but the price is lower. 
B. T. Babbitt, cleaning-products maker, markets its Glim liquid detergent to 
some distributors to retail for 69 cents per 22 ounce bottle. It also supplies 
them with the identical product under the Sparkle label to retail for 49 cents. 

sut in many a private brand, the lower price reflects not only the dropping of 

advertising and research costs but a difference in quality that is greater than 
the difference in price. Instead of creating new products and new markets, 
private brands merely scramble to copy new products of national brands. So 
accustomed have national branders become to private-label imitation that they 
accept it almost philosophically. Says Durkee Famous Foods Vice President 
Harvey Slaughter: “We have 25 people working up new items to go out under 
our own label, but within 6 months, private-label processors copy the product, 
and we are forced to make them available ourselves under private labels.” 
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But there is a hard core of national brands that the private labels have never 
been able to copy successfully. These include Campbell’s soups, Heinz’s 
ketchup, Gerber and Beechnut baby foods, Betty Crocker and Pillsbury cake 
mixes, Kellogg and Post cerals, General Foods’ Jell-O, and Hellmann’s mayon- 
naise. Explains Pillsbury Co. Vice President James Rankin: “Where much 
research, refinement and technology are needed, the private brands lag behind. 
Because we keep up quality and are always sure of enough research on new 
products and enough advertising to tell the public about them, we have no fear 
of private labels.” 

Others are not so optimistic. The supermarkets and chains have become 
so powerful that they are often in a position to force a middle-sized producer to 
turn out a private label for his product for them at a lower price, or they will not 
buy from him at all. The real fear is that the supermarkets, in their increasing 
competition with each other, will put such a premium on profit margins that 
they will squeeze out more and more name brands to the ultimate harm of the 
consumer, who has benefitted most from the new products that have been de- 
veloped. 

Mr. Dante.. Now, you take many concerns of this Nation; they 
have spent millions of dollars in processing, researching, and de- 
velopment. And so his product goes into one store, under a private 
label, as if it were the product of the chainstore, and is selling at a 
lower price than that same product is selling for across the street in 
somebody else’s grocery store—merchandise of the same grade and 
quality. And you may say that the housewife is going to gleefully 
run in and buy all of these cheap merchandise. Well, now, she may 
do that. But I predict that there will be—the time will come when 
she and all other Americans will regret that they grabbed the cheap 
price when the monopolization sets in, and I think it is impending, in 
not too many years in this industry, and they have to pay that price 
you talk about upon the level that just a few of the chains set. And 
I think it is conceivable, Mr. Chairman, in view of the gigantic power, 
financial power, and the growth and expansion of the retail chains, 
I think it is conceivable that they can take over the whole dairy in- 
dustry. They can set up their own processing plants, they can set 
up their own ice cream manufacturing plans. What do you have 
then? If it goes to the ultimate, you have got a big department store 
such as you have in Russia; you have not got your free enterprise 
system. No little man can enter in against such giants as that and 
open a business. Your main streets of America will disappear so far 
as the small business concern enters the picture. 

A good example is my little hometown, back in the country there. 
We had about 28,000 people in the county when I was a kid. And 
there was local employment because there were local concerns for the 
young men, for some of us boys to go to work at. But now those inde- 
pendent stores have disappeared in the main from the marketplace, 
and the young men are leaving to find jobs elsewhere. We have a 
population there now of about 24,000, after about 30 years. And it 
resolves itself down to this basic question. 

It is just as simple as this. Are we going to say that the free enter- 
prise system isn’t the keystone of our economy, isn’t necessary for 
our way of life, and let monopolization take over? 

Or are we going to say that we are going to give the Federal Trade 
Commission enough staff and enough appropriations, quit keeping 
the shackles on their wrists, and let them enforce the laws which we 
have got today. It boils itself down to that point. It is as simple as 
that. And I know, because I served that Commission for many years. 
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Mr. Rooseveir. Well, Mr. Daniel, I don’t think it is quite as simple 
asthat. In the first place, I think some of the handicaps under which 
the Federal Trade Commission operates is not due entirely to their 
lack of personnel and appropriations, although 1 would agree with 
you that I would like to see them ask and get far more personnel and 
far more appropriations than they have now. I think it would come 
back many times over to the general public. But the methods under 
which they must operate today—to try the case through a cease-and- 
desist order, and then you know the delay following that and what 
happens. And until, it seems to me, we give them a more direci 
method of doing something about it, I don’t think we accomplish too 
much by just adding personnel to them. I think we will accumulate 
an awful lot of cases maybe and maybe spread some fear, so they 
won't say, “Well, they will probably skip me because they don't have 
the money to get after me this year.” 

Mr. Dantev. But as one who has been on the inside and outside 
of Government, having struggled to enforce the laws down there for 
a number of years as a trial] attorney, and then later as secretary and 
executive director, and having been on the outside and watching 
this trend in various instances, in addition to my experience there, I 
know that the mere fact that the Federal Trade Commission starts 
investigating a matter, for instance, has some salutary effect, and the 
very fact that it is sitting there. Now, I didn’t mean to say that 
giving the Federal Trade Commission power is the whole job. Con- 
gress has to do something about it. If you are going to stop these 
delays—they can’t for the life of them stop them immediately. They 
have got to ome some injunctive power. You take the big firms; they 
have the best lawyers that money can employ, and you have got the 
Administrative Procedure Act, which requires that you give con- 
tinuances. And, consequently, by the time that you bring a case 
to finality, if it goes through the courts, these little people that I am 
talking about, Main Street, America, they just haven’t got the stay- 
ing power financially. 

Here is another thing, talking about the law 

Mr. Roosevett. I agree with you. 

Mr. Daniew. Here is another thing, talking about the laws, and I 
think it is important. I for the life of men can’t understand why 
there has to be so much quibbling about it, and that is the finality of 
the Clayton Act. Under the Clayton Act, the Federal Trade Com- 
mission has got to try a case, get an order to cease and desist. Then, 
after that, if they find a violation of the law, first they have got to find 
a second violation, one before complaint, before decision, the second 
is after decision, order to cease and desist, and then they have got 
to go up to the U.S. court of appeals, getting an affirmation of that 
order, showing the violation of the order to cease and desist, and then 
a third violation has to be brought about until there are any sanctions 
applied or they can apply sanctions. 

Mr. Roosrvetr. Mr. Daniel, may I just say to you that I know this 
particular part of the story, because I have had a bill in now for a 
number of years which goes directly to this point, it has been passed 
by the Senate, as you probably know. It is now before the Judiciary 
Committee. We have had the hearings on it. We need two or three 
votes to get it through. If I may enlist your support, you go around 
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and see the Judiciary Committee members and beat them over the 
head, because this can get action. This is a very specific place where 
something can be done, and where there isn’t any partisanship in it, 
the remedy is approved by the administration, by the various agen- 
cies of the executive branch of the Government. And if we can 
get it through this year, it will become the law and we will be at least 
one step down the right road. But I beseech you to do whatever you 
can to contact the members of the Judiciary Committee, because 
while we have and will in other cases put whatever weight this com- 
mittee may have behind such measures, they have the power to bring 
it up for a final vote. 

And without their bringing it up for a vote on the floor, you and I 
can talk all night and we are not going to get very far. 

Mr. Dantet. Right. Just like Maverick said in one of his pictures, 
“We are working on it.” I want to say this about this committee, Mr. 
Chairman, and it isn’t malarkey, either. In my humble judgment, if 
it were not for this Small Business Committee, a whale of a lot of the 
important legislation that has been passed in the last year would not 
have passed. The small business community, I am sure, is everlast- 
ingly indebted to this committee for the support it gave to the in- 
vestment banks, and the tax reduction. I don’t know who in the name 
of God would look out for the small business people if it were not for 
you people in the Small Business Committee, and we are everlastingly 
indebted to you for the fine work you are doing. I don’t say that 
just to be talking. I travel over this country, and I talk to these people 
being affected, and I know what their sentiment is. Everybody knows 
Wright Patman. Many of them say he is the greatest champion the 
smal] businessman has had in this century. All of you have done a 

ood job, in my judgment, and we are telling them all over the United 
States about the job you are doing for them, and naming names, be- 
cause we think it is only fair. 

Mr. Roosevett. We are very proud of our chairman, too, and we are 
proud of our staff—because we know the work that they do lies in 
what the committee accomplishes. 

Mr. Dantet. I don’t think you could have a better counsel than my 
good friend, Mr. MacIntyre. He is one of the ablest lawyers in the 
United States. 

Mr. Roosrvettr. Mr. MacIntyre? 

Mr. MacIntyre. No questions. 

Mr. Brown. Not being a lawyer, I have a few questions. I want 
to thank you for a very splendid statement here. You have certainly 
outlined a very great problem that has concerned all of us, as you know. 

I would like to ask, as a result of some of the findings that we made 
last year in the Special Committee on Dairy Products, has the FTC 
taken any noticeable or tangible action in the last 12 months on any 
of these problems? 

Mr. Danret. Well, I am sure that the Federal Trade Commission 
is giving attention to those problems. 

Mr. Brown. But have any suits been filed ? 

Mr. Dante. I don’t know of any suits that have been brought. 
Well, wait a minute now. 

Ithinkso. Yes,sir. I would say—well, I couldn’t attribute it, not 
knowing what is in the minds of the Federal Trade Commission, but 
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there have been two important cases brought. And I would assume 
that the evidence brought out in your committee hearings was most 
helpful to them. 

Mr. Brown. Along that line, is there any increase in the number 
of stores—national chains, that is—who are making exclusive arrange- 
ments on milk and dairy products? 

Mr. Dantex. Well, of course, now we get information all the time 
that there are exclusive dealerships. In fact, I am told by a man 
from your area of the country, but I wouldn’t want to mention his 
name, because it might hurt him in his business—I am told, for in- 
stance, that he can’t get—no local man can get into a 5- and 10-cent 
store, because they have store deals. 

Mr. Brown. In Kansas City, as you remember, we found the exclu- 
sive arrangement, where just one milk product was handled by the 
national chains. Is that true in the Louisville area, for example? 

Mr. Dante. It borders on that. You might say two there. That 
is brought out in that complaint, Congressman. That is set up there 
ina court case. And it is very clear. 

Mr. Brown. And in that instance? 

Mr. Dantex. There are two grocery chains. 

Mr. Brown. The point I am making is this: There is no one who 
could agree with you more when you point out the evils that exist. I 
am just wondering if the remedy you suggest is enough, and I have 
thought about this a long time, as you know. 

No. 1, the injunction relief feature, added to what the FTC can do 
now, might be an answer. But I have a hunch that these people 
will devise more loopholes for litigation faster than we can create laws 
to prevent the loopholes. Do you think there is a ee of that? 

Mr. Danret. There is a possibility of it. But I come back to my 
basic statement, to a statement I madeearlier. If free enterprise is so 
important to us as we have been told all our lives it is, you have got to 
institute drastic measures. 

Mr. Brown. I am wondering if it is drastic enough. 

Mr. Dantet. Well, now, you get around to another point that inter- 
ests me there, and that is this: Under section 15 of the Clayton Act, the 
Department of Justice has jurisdiction to go in and enjoin, and that 
would be a criminal case—indictment by the grand jury. I wish that 
someone could convince the Department of Justice that it was impor- 
tant that they bring more of thees actions, and exercise the injunctive 
power which they already have. They can go into the court for an 
injunction. Of course, that is what I mean. 

Mr. Roosrvetr. Is all of that due to the confusion which might exist 
between the jurisdiction of the Federal Trade Commission and the 
Department of Justice ? 

Mr. Danret. I don’t think, Mr. Chairman, it is a question of con- 
fusion. It is a question of division of work. 

Mr. Roosrvetr. Well, let’s put it that way. In other words, there 
is a dual responsibility to agree here, and you can go two paths, and by 
agreement they go the FTC path rather than the Department of 
Justice path; is that correct ? 

Mr. Dante. Well, the Department of Justice seems to have left to 
the Federal Trade Commission the enforcement of section 2 of the 
Clayton Act, unlawful price discrimination. 
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Mr. Roosevett. Therefore, it would be a proper consideration of 
this committee to review the possibility of insisting perhaps that the 
Department of Justice undertake some of its responsibility, if we can 
find the proper division of authority ? 

Mr. Danrex. I would certainly hope that this committee would give 
serious consideration—not only consider it but insist on it. 

Mr. Brown. I think that might be a part of the answer. But I 
don’t think it will be the whole answer. I keep hoping that there 
are better answers than that. 

To trace back a little bit, the original free enterprise system on 
the distribution of goods was the bazaar, the marketplace where the 
farmer brought his goods and everybody rented space, and so on. 
Now, we have come a long way, quite a departure from that original 
free enterprise system. Right now the manager of the marketplace 
determines what products are going to be sold there, and under one 
guise or another he can eliminate any products that he doesn’t want 
sold there, right ? 

Mr. Daniet. Right. 

Mr. Brown. Now, if you say, “Well, it is illegal for someone to 
have an exclusive arrangement on a given commodity,” such as we 
found on milk in the A. & P., Safeway, Kroger, and other major 
chains in one area—well, they can pass a law saying it is illegal 
to have an exclusive arrangement, so they will have two. Then you 
are still denying access to the marketplace to an awful lot of goods 
suppliers; right ? 

You say, “Well, another problem is the making of exorbitant loans 
for the purpose of gaining accounts and exclusive dealerships.” Un- 
der existing law, that is not illegal ; is it, Mr. Daniel ? 

Mr. Danret. Well, there is a so-called—I would call it a new ground 
case being tried, an ice cream case being tried at the present time by 
the Federal Trade Commission, in which those charges are alleged— 
that is making exorbitant loans. Now, we won’t know where we 
stand until we have a decision by the Federal Trade Commission and 
possibly the courts. It is pending with the hearing examiner now, 
has been for about a year, for a decision, after the trial of the case. 
But I assume that he will come out with his decision in a short while. 

Well, now, then, we will have a first decision on a number of these 
matters with regard to whether or not it is illegal to make exorbitant 
loans to gain an account, whether or not it is illegal to pay so much 
money for an account, whether or not it is illegal to pave a man’s 
driveway around his store in order to get his account, whether or not 
it is illegal to give a man more frozen-food cabinets than he needs 
for dairy products, let him put all his other food in there. That is 
where your financial pressure comes in, you see. 

Mr. Brown. And by the time we get it all settled, the people that it 
really mattered to, the small businessmen, will be out of business a 
long time hence maybe. 

_ Mr. Dantex. That is the reason I was wishing we had an injunc- 
tion. 

Mr. Brown. I think your injunction suggestion is a good one. 

Mr. Dante. That is the reason why I think Justice should proceed. 
It has the injunctive power already to make application for an injunc- 
tion in Federal court. 
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Mr. Brown. Now, how many States have passed laws making it 
illegal to sell below cost? 

Mr. Dantex. I couldn’t give you a definitive answer on that, but I 
would say roughly 16 or 17. 

Mr. Brown. Have those generally been successful ? 

Mr. Danret. You get into a field there that is a most complex one 
on the question of cost. For instance, cost is something that is a closely 
guarded secret. It is a business secret. And the only person who 
can possibly find out what that cost is would be the Federal Govern- 
ment. Now, if you got that evidence in a trial of a lawsuit, 9 chances 
out of 10 the hearing examiner or the judge would place that infor- 
mation in camera, or seal it so it couldn’t be made public, because it 
is an important business secret. And so that is the reason why we 
can’t, the gentleman that preceeded me, here, tell you how much it 
costs, because it is a closely guarded secret. We can tell you pretty 
well about how much our costs are. But it is something that nobody 
has really found the answer to yet. 

However, I will point this out. It was very interesting to me, I 
notice, that on the marketing order, the price of milk to the farmers 
was set in part by the price, as I recall, that was being paid by two 
of the large dairy distributors. That is how much recognition they 
have got in the industry, that is how far they have proceeded. I had 
that marketing order here. It rather surprised me, because I was not 
familiar with it. The prices—that gets around to a price situation. If 
it would be of any help to this committee, I will be glad to get the 
document. It is U.S. Department of Agriculture. 

Mr. Roosrvetr. I think we have it. Mr. Daniel. 

Mr. Daniel, in answer to Mr. Brown’s question, we have in Cali- 
fornia a below-cost statute, and it has been very ineffective. As far 
as I know, in the States that have them, they occasionally are used. 
But, by and large, they are not effective for the reasons that you 
gave. It is very difficult to prove in any given item that they are 
being sold at below cost, without going to so much expense and so 
much effort to collect the evidence that the average State attorney 
general’s office just won’t move on it. 

Mr. Dantzt. I have talked to Mr. Newton about it. You may know 
Mr. Newton out there in California. We have some members out 
there, too. And I know you have got that problem there of estab- 
lishing what the cost is. I saw in one of the publications that the 
average profit on a quart of milk, I believe, over the Nation as a 
whole, is one-half cent a quart. Now, I bring that to your attention 
for the simple reason if the price is cut down just a half a cent a 
quart, it may mean no profit, but if it is cut 1 cent, it could put the 
man’s price down below cost. Most people, I don’t think, realize that 
on a quart of milk the handler may make only about half a cent profit. 

Mr. Brown. We now have in the dairy business an industry dom- 
inated by the big four; don’t we? 

Mr. Dantet. Well, I won’t say dominated by a big four. Of course 
there are four tremendously large ones. But there are others that 
enter into the picture. But you have one doing a billion and a half 
dollars a year volume, another one doing approximately a billion, and 
then on down the line you have got eight in the Nation doing as much 
business as all the rest of them put together. 
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Mr. Brown. In other words, you would amend that and say it is 
dominated by a Big Eight? 

Mr. Dantev. I would say that that would be a true statement—that 
is insofar as having over 50 percent of the business. 

Mr. Brown. Well, that is a dilution of the free enterprise system. 
In other words, that is not the true free enterprise system that we 
knew a century ago. 

Mr. Dante.. Well, a century ago any man who aspired to go into 
the dairy business could enter the market. But now, anybody that 
would enter the dairy business under the conditions that we find, he 
would have rocks in his head, for the simple reason that he could 
be wiped out in just a few days time. You can’t sell below cost, a 
little man can’t, and most of them have got their life savings invested 
in a little business, and they plow the money back. 

Mr. Brown. One final question, Mr. Daniel. Suppose that Con- 
gress amended the Robinson-Patman Act to say, “Now, it is fine, if you 
want to cut prices”—say to anybody—‘if you want to cut prices in 
Springfield, Mo., that is all right. You can give it away if you want 
to. But you have to do it in every other market where you distribute 
the same product” ? 

Mr. Danre.. You would put a stop to that foolishness. 

Mr. Brown. Now, I suggest that this committee explore that. That 
would be the simplest way of getting at it in the world. Just say, 
“Tf you want to do this, it is all right in the public interest. But 
you have to do it for everybody.” 

Mr. Daniev. Well, the Federal Trade Commission proceeded for 
years on a regional price discrimination case, and they issued an order 
against regional price discrimination in the beer industry. They 
found it was a violation of the law for them to sell at a lower price 
in one area than in another for the purpose of putting people out 
of business. That, I assume, is the way it read. 

Mr. Brown. But under existing law there is a twilight zone as to 
when it is a regional discrimination, and so forth. If you just made 
it flat out that if you want to sell 2 for 1, 3 for 2, whatever gimmick 
you want to use, in any market, you have to do it in all of the markets 
making it available to every other consumer you are doing business 
with. 

Mr. Dantex. If you did that, you would take away the fighting 
money, which is that profit which is made in an area where they are 
well entrenched, where they make a big profit, and can use that as 
fighting money in another area, and wind up at the end of the year 
as a nice profit, regardless of how much his loss was in Dallas, Tex., 
or Louisville, Ky., or California. 

Mr. Roosrvetr. I think my very fine colleague here has certainly 
an idea that the committee will want to look at. I think also, how- 
ever, he is taking on the greatest opposition he can think of to put it 
across. After all, the point immediately would be raised, you would 
be destroying the right of the man then to meet a temporary com- 
petitive situation, because you would be saying that he must in order 
to meet this temporary competitive situation in a given area, he must 
do the same thing everywhere else he sells his merchandise. And I 
am not sure that that is practical. I am not saying it is practical. 
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I am just saying I think it would take a lot of study to decide whether 
that was a practical thing that might not have repercussions all the 
way down the line and start the greatest price cutting thing you ever 
saw in areas where up until that time there had been perhaps no 
need for it. 

But certainly I think you have gathered, Mr. Daniel—I hope you 
have—that we are searching for these answers, recognizing the seri- 
ousness of the situation, and believe me we have a very sincere de- 
sire to try to do something about it, because we do believe, as you have 
put it, that the soundness of our economic system depends upon our 
finding some of these answers if we are to live in the kind of a demo- 
cratic, with a small “d,” system that we believe in, economically 
speaking. 

Mr. Brown. Just one more comment. The good faith defense, 
meeting competition, has been misused extensively, I fear, in defend- 
ing against these antitrust suits. And if we amended the act to where 
any price cuts had to be made all over the country, it could, of course, 
carry with it a clause about eliminating competition. But make it 
prima facie evidence that if a company that distributes nationally 
cuts the price in one area, that it must be assumed that they are 
operating so efficiently and as part oftheir national sales promotion, 
to cut it everywhere. 

Mr. MacIntyre. Mr. Chairman, on that point, I would like to make 
an observation, if I may. Since the Supreme Court of the United 
States in the Standard Oil case decided in 1951 that the meeting of 
competition, in the price discrimination case, was an absolute de- 
fense, it has established a law to this effect. A small businessman, 
doing business in a particular locality, restricting his sales to that 
particular locality and selling on a nondiscriminatory lawful price, 
is often faced with the competition of a national or widely accepted 
brand. Under these circumstances the small businessman attempts 
to keep his price at or below that of the national branded product. 
However, often the small businessman is faced with the price dis- 
crimination practiced by the large nationwide seller of the national 
branded product. This discrimination is practiced on the claim that 
it is necessary to meet the competition of the small businessman who 
is restricting his business to one small area. Now the important part 
about this matter is that the large nationwide competitor is free to 
discriminate so long as the small businessman is carrying on his busi- 
ness in a lawful manner. The odd thing about it is that the good 
faith meeting of competition is not an absolute defense if the small 
businessman were not conducting his business in a lawful manner. 
That is the state of the law today. That is what many Members of 
Congress have been attempting to get changed, but which, as you 


know, is opposed so powerfully as to keep it off the floors of the House 
and the Senate. 


Mr. Roosevett. That tells you more of our problem. 
Mr. Dantev. I am thoroughly familiar with that, and I know he is 
preaching the old time gospel, and I say “Amen.” 
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Mr. Roosevett. Well, Mr. Daniel, we want to thank you very much, 
You certainly have been most productive and helpful to us. If ata 
later time you get any other things you want to present to the com- 
mittee, we hope you will feel free to get in touch with us. We will 
be certainly glad to hear from you. 

Mr. Dante. Thank you, Mr. Chairman. 

Mr. Roosrvett. The committee will stand adjourned until 2 p.m. 
tomorrow afternoon. 

(Whereupon, at 9:20 p.m., the committee recessed, to reconvene 
at 2 p.m.,Tuesday, June 23, 1959.) 
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TUESDAY, JUNE 23, 1959 


Hovuse or REPRESENTATIVES, 
SuscomMMirtesE No. 5 on Foop Distrisution PRopteMs 
OF THE SeLtect CommittTee To Conpuct a Stupy AND 
INVESTIGATION OF THE PROBLEMS OF SMALL BuSsINEss, 
Washington, D.C. 
The subcommittee met, pursuant to recess, at 2:45 p.m., in room 
1304, House Office Building, Hon. James Roosevelt (chairman of 
the subcommittee) presiding. 

Present: Representatives Roosevelt, Brown of Missouri, and Avery. 

Also present: Everette MacIntyre, general counsel; Jane Hicks, 
research analyst; Marie M. Stewart, clerk; Clarence D. Ev erett, in- 
vestigator, and Victor P. Dalmas, adviser to minority members. 

Mr. Roosrvettr. The subcommittee will come to order, please. 

We would like to apologize for being late but there was a rollcall 
vote on an important bill on the House floor, and the Speaker wanted 
everybody present. 

The first witness this afternoon will be Mr. L. Blaine Liljenquist, 
who is the vice president and the Washington representative of the 
Western States Meat Packers Association, Inc. 

Weare happy to have you with us. 

Mr. Lisenquist. Thank you. 

Mr. Roosrvetr. Do you have a statement that you would like to 
give us, preliminary to the questions of the committee? 

Mr. LitgzENQUIST. I would, sir. 

Mr. Roosrvett. Go right ahead. 


STATEMENT OF L. BLAINE LILJENQUIST, VICE PRESIDENT, WEST- 
ERN STATES MEAT PACKERS ASSOCIATION, WASHINGTON OFFICE, 
WASHINGTON, D.C. 


Mr. Litsenquist. Chairman Roosevelt and members of the com- 
mittee, my name is Blaine Liljenquist. I have been in charge of the 
Washington office of the Western States Meat Packers Association, 
Inc., for 13 years. The membership of the association consists of 
525 companies. Our members who buy and process livestock are lo- 
cated in the Rocky Mountain and Pacific Coast States, western Texas, 
and Hawaii. Our associate members are business firms scattered 
throughout the United States. 

The association is headquartered in San Francisco. Mr. E. F. 
Forbes has served as president and general manager since the as- 
sociation was formed in 1946. 
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The members of our association are small packers as distinguished 
from 10 large national companies. The big 10 in 1955—latest year 
for which statistics are available—slaughtered 51.9 percent of the 
cattle, 60.7 percent of the calves, 72.1 percent of the hogs, and 76.9 
percent of the sheep under Federal inspection. In that year the 
federally inspected slaughter equaled 79.4 percent of the total com- 
mercial kill in the United States. 

Thus the Big Ten packers handle the bulk of the meat business and 
are especially concentrated in the slaughter of both hogs and sheep. 
The two largest companies, Swift and Armour, dominate the business 
in these two species and it is commonly believed by many farmers 
and small business firms that the largest packers control the market 
for both live animals and dressed meat. The high degree of economic 
concentration in the meat industry is undoubtedly injurious to the 
farmers and is injurious to small companies located in geographical 
areas where the big packers seek to increase their volume of business. 

The small packers as a group are suffering financial difficulties. 
The high degree of economic concentration which exists is just one 
of the factors causing this situation. In the Far West, where our 
members are located, the large packers have become interested in 
recent years in moving into that area to expand their business. Inde- 
pendent packers were dominant in that area until World War II. 
Since that time, mergers and adverse freight rate decisions and other 
problems have accented their difficulties. 

Dollar sales for the nine largest meatpacking companies, covering 
both meat and nonmeat products, for the fiscal year 1957, were as 
follows: 


a $2, 542, 238, 000 | Cudahy__________.____ $340, 133, 000 
Sos 1, 985, 748, 000 | Hormel._......._..... 335, 070, 000 
a, ee 640; 960; 000 | Bath o4 5 snc 289, 238, 000 
Ne 394, 356, 000 | Oscar Mayer_-_.—~-._-__ 246, 255, 000 
RS as 380, 877, 000 ; 


You will note in the table that the largest packer is Swift & Co., 
which in 1957 had dollar sales exceeding $2.5 billion. The smallest 
of the Big Nine packers had dollar sales exceeding $246 million. That 
would give you an indication of the degree of economic concentration 
in the meatpacking industry. 

The concentration of economic power in the hands of a few huge 
combines operating as a monopoly, prior to the packers consent. decree 
of 1920, caused the Federal District Court for the District of Colum- 
bia to order the five largest firms—Swift & Co., Armour & Co., Mor- 
ris & Co., Wilson & Co., and Cudahy Packing Co.to dispose of vari- 
ous business operations and enterprises. 

Following a 2-year study by the Federal Trade Commission, which 
dug out facts which were later confirmed by the Justice Department, 
the FTC charged that— 


The power of the Big Five in the United States has been and is being unfairly 
and illegally used to: Manipulate livestock markets; restrict interstate and 
international supplies of foods; control the prices of dressed meats and other 
foods; defraud both the producers of food and consumers; crush effective com- 
petition; secure special privileges from railroads, stockyard companies, and 
municipalities ; and profiteer.’ 


1 Federal Trade Commission Report on Meat Packing Industry, June 24, 1919, pp. 32-33. 
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On February 27, 1920, the United States filed a complaint against 
the Big Five under the Sherman Antitrust Act. On the same day 
the defendants, in order to avoid prosecution, signed a consent order 
reducing their monopoly powers. The Big Five were ordered to dis- 
pose of their ownership of stockyards, terminal railroads, market 
newspapers, and cold storage warehouses. The defendants were also 
enjoined from owning and operating retail meat markets, from whole- 
saling or retailing grocery products, and engaging in business in fresh 
milk or cream. 

After signing the decree, the Big Five packers—reduced to four by 
the acquisition of Morris & Co. by Armour in 1923—sought to suspend 
the decree by attacking it in the courts. By 1932, the case had been 
carried three times to the Supreme Court of the United States. On 
each of these occasions the validity of the decree was sustained. 

The defendant packers made no further attempts to modify the 
consent. decree until 1956, when Swift, Armour, and Cudahy filed 
motions in the Federal district court for the District of Columbia 
to modify the decree in various respects, including permission to con- 
trol, own, and operate supermarkets for the retailing of meat and 
grocery products. 

Over the vigorous opposition of the Justice Department, last year 
the big packers succeeded in shifting venue of the consent decree case 
from Washington to the Federal district court in Chicago, 

The big packers, if allowed to enter the wholesale and retail grocer 
field, will increase their monopoly powers to the extent that they will 
be able to run small meatpackers and small supermarket operators out 
of business. Therefore, our association is opposed to any modifica- 
tion of the packers’ consent decree which would allow the defendant 
packers to enter the retailing business. 

The big packers say that they should be given permission to enter 
retailing because some retailers are engaged in the packing of meats, 
and they feel, the big packers, that they are at a disadvantage because 
they cannot retail and the big retailers can slaughter. 

Mr. Roosevett. Is there any amount of packing being done by the 
retailers ? 

Mr. Livsengutist. It is very small, Congressman. During World 
War II and following it, a number of chains did go into slaughtering 
in order to assure supplies of meat for their retail stores. Safeway 
Co., for instance, had 13 packing plants. But they have since dis- 
posed of all of them. 

The amount of meat slaughtered today by retail chains would be 
only a fraction of 1 percent of the total meat processed in the United 
States. 

Mr. Roosevett. It would have to be a two-way prohibition, how- 
ever, against both the retailer and the large packing company. 

Mr. Linsenquist. I believe, Congressman, that there might well be 
some limitation on integration. It might be in the public interest to 
have some limitation because of the very serious consequences inte- 
gration has on small operators. 

Mr. Rooseveitr. Thank you. 

Mr. Litsenquist. The economic concentration in the meat packing 
industry has, to a considerable extent, resulted from hundreds of 
mergers which swallowed up smaller companies. This trend is still 
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continuing. Since World War II, the biggest packers have bought 
out numerous small companies throughout the United States. All 
over the United States, we particularly noted the mergers in the 
Western States where our members are. These mergers are fre- 
quently preceded by sharp competitive practices, making it virtually 
impossible for the smaller companies to make a profit. In such cases, 
a merger with a larger company appears to be the only way out. 

Examples of recent mergers include the purchase of the largest 

acking company in Utah, American Packing & Provision Co., by 
wift; the Gem State Packing Co. in Idaho, by Swift; the King 

Packing Co. in Idaho by Armour; the Tovrea Packing Co. in Ari- 
zona by Cudahy; and the Seattle Packing Co. in Washington by 
Cudahy. There have been many other such mergers, all of which 
tend to increase the monopoly powers of the big packers. 

In 1921, the Congress passed the Packers and Stockyards Act, 
which transferred jurisdiction from the Federal Trade Commission 
to the Department of Agriculture to prevent unfair competition and 
monopolistic acts in the merchandising of meat and meat products. 
At the time Congress passed this law, there had been a rising tide of 
public indignation over the monopolistic practices of big packers. It 
was believed that the passing of the act would place the meat packing 
industry under more stringent regulation in an effort to make the in- 
dustry more competitive. 

The Department of Agriculture, however, is not an enforcement 
agency and has not been effective in carrying out its responsibilities in 
this area. It has never investigated a merger in the meat packing in- 
dustry since 1921, and has failed to take steps to prevent unfair com- 
petition. It has not issued a cease and desist order to stop an unfair 
practice in meat merchandising since 1938, and has not had a court 
case since 1939. 

The meat industry is the only industry engaged in the food field 
which is not subject to the jurisdiction of the Federal Trade Com- 
mission. It is also the only food industry which has almost altogether 
escaped regulation of unfair practices. 

In an effort to correct this unfortunate situation, efforts were made 
by 39 farm and livestock associations during the past 2 years to re- 
store jurisdiction over meat merchandising to the PTC. This effort 
was not successful, but the Department of Agriculture has pledged to 
obtain funds from Congress to employ an enforcement staff in an 
effort to carry out its enforcement responsibilities in the future. 

The current appropriation bill for the Department of Agriculture 
was amended by the O’Mahoney amendment in the Senate to add 
$120,000 for the prevention of unfair trade practices in the mer- 
chandising of meat and meat products. We hope the House will 
agree to this amendment. We believe the Department of Agriculture 
could do an effective job if it receives an adequate appropriation. 

We have recently requested the Department to study some exclu- 
sive agreements in the Utah-Idaho area where independent packers 
have been shutout of the processed meat business with certain chain- 
stores. 

Armour has an exclusive arrangement with the one major food 
chain, Swift an exclusive arrangement with two food chains, and 
Cudahy an exclusive arrangement with still another such chain. An 
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independent packer cannot do business at any price with the retail 
stores that. are covered by these exclusive deals. We regard this as 
an unfair trade practice which the Department of Agriculture should 
not tolerate under the Packers and Stockyards Act. 

Mr. Roosrvetr. Could you be specific as to which food chain Ar- 
mour has an exclusive arrangement with, and Swift, and Cudahy— 
do you have that information 4 

Mr. Livsenquist. Mr. Chairman, Armour has an exclusive arrange- 
ment in that geographical area with Safeway Stores. The plant 
which Armour & Co. bought, the King’s packing plant was first bought 
by Safeway and when Safeway ceased to operate that plant and 
Armour purchased it, this arrangement followed wherein Armour & 
Co. from this plant furnishes all of the processed meats that are han- 
dled by Safeway Stores in that geographical area. That is exclusive. 
And regardless of the offering price of the small independent packer, 
there just is no business for him in those stores on those items. _ 

I do not recall which chains are involved with the other two big 
packers, but the American Stores and the Albertson Stores are chains 
in that area which are, also, involved in these exclusive deals. 

Mr. Roosevett. If you will furnish that in a supplementary memo- 
randum, we will appreciate your doing so. 

Mr. Litsenquist. I will be pleased to. 

(The information follows :) 

The exclusive supply arrangements in Utah and Idaho between the large 
packers on the one hand and chainstores on the other, as reported to the asso- 
ciation by Our member companies, creates a monopolistic situation of tre- 
mendous seriousness to the small packer. Exclusive dealing completely closes: 
the door to small packers and no matter what the price may be they cannot do 
business with the chains on the meat items covered by the agreements. Under 
the law, either the Federal Trade Commission or the Department of Agricul- 
ture can investigate our complaints. We wrote to both agencies and, after 


consulting with each other, the Department of Agriculture agreed several months 
ago to look into the matter. 

Our packers in Utah have complained that Swift & Co. has made an ex- 
clusive arrangement with the Albertson Chain Stores so that only Swift meat 
and meat products are handled. A similar arrangement is now said to exist 
between Swift & Co. and the American Chain Stores. 

The Cudahy Packing Co. is reported to have made a similar exclusive ar- 
rangement with the IGA Stores, while Armour & Co. has an exclusive ar- 
rangement with the Safeway Stores, furnishing all Safeway requirements under 
the Safeway brand for sausage and luncheon meat. 

If the large national packers continue to make exclusive selling arrange- 
ments with the large chainstores, the independent meatpackers will be crowded 
out of the picture and may disappear along with the small independent stores 
which are already rapidly leaving the American scene. 


Mr. Litsenquist. This next problem, members of the committee, 
which I will bring up has to do with meat grading. 

One of the most valuable services offered by the Department of 
Agriculture is Federal meat grading. The service is voluntary. Any 
owner of meat can employ a Federal meat grader at the rate of $5 
an hour to grade lamb, veal, or beef carcasses. The cost is a very 
small fraction of acent per pound. When a carcass is graded “Prime,” 
“Choice,” or “Good” by the Federal grader the buyer knows that he is 
getting the quality of meat he desires. Federally graded meat can 
be bought with reliance by telephone over long distances. Retailers 
and consumers have faith in the quality of the product when identified 
as carrying the Federal grade. Small packers and small food re- 
tailers benefit along with the livestock producer and the consumer. 
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Finally, the cost of marketing will be increased if grading is sus- 
pended. The producers will have to bear a substantial share of the 
added cost. 

All in all, there are many reasons why grading should be continued, 
particularly if the specifications are corrected. But no one has yet 
advanced a valid reason for discarding this valuable service. They 
have only pointed out some weaknesses that could be improved. 

I would like to point out that although the big packers have thus 
far only convinced the lamb producers that Federal lamb grading 
should be abolished, they have also been working for 15 years trying 
to convince the producers of cattle that Federal beef grading should 
be abolished. This is a fight which will continue for several years. 
I have no doubt about that. But it is of extreme importance to 
small packers that Federal grading be continued. Grading is one 
area where there can be no question as to the legitimacy of the Fed- 
eral Government working with industry. The Government as an 
outside third party with no financial interest in the meat and with 
trained graders can determine the quality of this agricultural com- 
modity by marking it as “Prime,” “Choice,” or “Good.” The 
Federal grade facilitates the sale of the product. 

There is no question in our minds about grading. We know of 
its great value to small business. And we believe it has equal value 
to the producers and consumers. 

And so we hope your committee will use its influence with the 
Department of Agriculture in maintaining this essential Government 
service, 

Mr. Roosrvetr. Are there any advantages through the suspension 
of all grading or any grading ? 

Mr. Litsenquist. The big packers have been claiming over the 
years that Federal grading should be abolished because it is a tool 
they say that is being used by the chainstores to beat down livestock 
prices. The big packer does not like Federal grading because they 
have their national brands to promote: Armour Star and Swift Pre- 
mium. It makes it exceedingly difficult for them to market their 
nationally advertised brands when retail stores would — to have 
federally graded meat from a small packer. The chainstores are 
interested in uniform quality. They want to market meat that con- 
sumers can rely on with respect to quality, and so they purchase from 
small packers. The big packers have found it necessary to put the 
Federal grade on their products to compete with small packers on 
dressed lamb, dressed veal, and dressed beef. 

Mr. Rooseveitr. We do draw the conclusion that this is a back- 
door approach to private labeling, with the advantage therefore to 
the big packer with his ability to advertise, his ability to get con- 
sumer acceptance largely through the expenditure of advertising 
money. 

Me Lisenquist. Yes, sir. And Mr. Roosevelt, as I mentioned 
earlier in my testimony, the degree of economic concentration is 
especially heavy in lamb. 

en I started with our association in 1946, the 10 largest packers 
were slaughtering almost 90 percent of all of the lamb that was 
slaughtered under Federal inspection in the United States. Over 
a 10-year period, to 1955, the percent of the total slaughter by the 
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On May 25, 1959, the Department of Agriculture issued a press re- 
lease announcing that the Department proposes to suspend the Federal 
grading of lamb and mutton carcasses effective August 1, 1959. A 
notice appeared in the Federal Register on May 28, announcing the 
proposed suspension of lamb grading and invited interested individ. 
uals or organizations to express their views before June 22, 1959. 

The large majority of small packers are amazed and shocked by 
Secretary Benson’s decision to suspend lamb grading. They feel that 
this step will be ruinous to their businesses as well as costly to the 
lamb producers. 


The suspension of Federal lamb grading will increase the share 
of slaughter by the big packers 
the slaughter in their hands 
be correspondingly reduced. 

Without Federal grading, the business of independent 
be restricted. The nationally advertised brands of the b 
will obtain a market advantage. 

We think the suspension of Federal grading of lamb is equivalent 
to an order on the part of the Secretary of Agriculture to turn the 
small packer’s lamb slaughtering business over to the big national 
companies. 

The big packers have been working 15 years to bring about the 
decision announced by Secretary Benson. Swift and Armour, with 
their large public relations staff, have been unceasing in their efforts 
with the livestock producers to discredit Federal grading. This 
subtle influence has produced results here and there in the sheep 
organizations. 

We agree with the National Wool Growers Association that the 
lamb grading specifications need improving. This should be done 
immediately. The Department of Agriculture is now ready to make 
the changes that will improve the grading. Grading can and should 
be perfected, not discarded. 

The smaller packers cannot afford a trial period during which 
lamb grades are suspended. We know we would be critically hurt 
by it. No good purpose will be accomplished by the suspension. 
Unfavorable consumer reaction to the suspension will harm the lamb 
producers for years to come. 

The suspension of lamb grading will also be detrimental at the 
retail level. Consumer purchases will decrease because consumers 
know they can depend on uniform quality with Federal grades. They 
can have no such assurance in private grading. Millions of dollars 
have been spent by large and small retailers advertising Federal 
grades. This great consumer acceptance will be lost. 

Suspension of lamb grading will not hurt the big chains very much. 
hey ave big enough to establish buying programs and brand names 
of their own. But the independent supermarket operator with one 
or two stores will be hard hit. These small operators can make out 


well with U.S. grades, but if the grades are taken from them, they 
will lose out to the big chains. 


- It will again highly concentrate 
and the competition for live lambs will 


ackers will 
1g packers 


Furthermore, the consuming public will consider the abolishment 
of grading a fraud engineered for the purpose of fooling consumers. 
A storm of protest is bound to arise when the public realizes what is 
happening. 
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Mr. Lavsenquist. I didn’t mean to imply that the Department of 
Agriculture is using that argument. That is the argument of the 
big packers who, through their public relations staff, have been at- 
tending the State, regional, and national meetings of livestock pro- 
ducers, and have been preaching against Federal grades for these 
past 15 years. The Department of Agriculture is thoroughly in 
accord with the value of grading. I do not believe there is a man 
in the Department of Agriculture that does not want grading con- 
tinued. I am sure the Secretary of Agriculture favors grading, but 
he has stated that if the lamb producers do not want it, then he feels 
Federal grading should not be continued. The Department’s primary 
responsibility is to the farmer. 

Mr. Brown. Originally, when the grading laws were passed and 
the grading policy established, it was not only for the producer, but 
it was for the whole food industry from the producer through to the 


consumer, and it was as much a protection for the consumer as it was 
for the producer; is that not true? 


Mr. Linsenquist. That is true. 

Mr. Brown. So here we have a Secretary of Agriculture who has 
made a decision primarily because of pressures from one segment of 
the food industry ; is that what you are saying ? 

Mr. Linsenquist. Exactly, sir. 

Mr. Brown. Well, this Congress is vitally interested in that pro- 
ducer and is vitally interested in the processor and the consumer, too. 
Especially the small operators. And isn’t it an open invitation to 
destroy the small meatpacker? In your opinion, is that not right? 

Mr. Litsenqutist. This is true. 

Mr. Roosevett. I will say to my colleague I am very much shocked 
by this. I have just learned that the chairman of the House Small 
Business Committee, Mr. Patman, has requested an extension of 15 
days beyond the June 22 deadline set by the Department of Agri- 
culture as to lamb. At this point I would like to say that before that 
15 days has elapsed this committee will make a request of the De- 
partment of Agriculture to come before it and, if it can, to justify 
discontinuance of grading. And if in that appearance they are not 
able to satisfy us, I, personally, will do everything I can—and I am 
sure Mr. Brown will join with me in seeking a further date—until such 
time as the Committee on Agriculture of the House of Representa- 
tives, and anybody else who may be interested, can conduct a full- 
scale investigation, and we will ask for a suspension of that order 
until the full facts can be ascertained. 

I believe that from what we have had presented today there is a 
danger—I do not say there is, because I do not know all of the facts— 
that a fraud will be perpetrated on the public. And I think the full 
facts should be made available prior to the enforcement of any such 
order. This committee will have the staff set up immediately a meet- 
ing with Department officials to look into the matter further. 

Mr. Linsenquistr. Thank you, Mr. Roosevelt. I am sure that will 
do the country a great deal of good. 

I have just one ee that I would like to mention in regard 


to competition in the industry, if I may take just a few more minutes. 
Mr. Roosrvert. Yes, sir. 
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small packers more than doubled, while the share of the big 10 was 
being reduced to 76.9 percent of the federally inspected slaughter. 
I think that Federal grading of lamb was the most important single 
factor which enabled the small packers to increase their slaughter of 
lamb and therefore increase the competition for the livestock which 
is so important to the producer. 

With Federal grading a small packer can broaden his market. 
For instance, take a packer in the Rocky Mountains who is marketing 
lamb in New York City. He knows, first of all, because of Federal 
grading, what the market prices are in New York. The Market News 
information of the Department of Agriculture is based on the Federal 
grades. So the packer in the Rocky Mountain States knows the price 
of Good, Choice, and Prime lambs in New York. 

Secondly, there is an understanding between the packer and the 
New York buyer that when the lambs arrive in New York they will 
be accepted as meeting the quality specified in the contract if they 
carry the Federal grade placed on the carcasses by the Department 
of Agriculture. Then there is no question about the quality of that 

roduct and the seller and the buyer can do business. Take away 

ederal grading and you would not have those factors present which 
are conducive to doing business by telephone over long distances. 
Without grading, small packers may still market locally but it will 
take away their distant markets. 

Mr. Brown. Right at that point, we had an excellent example just 
about a year ago of another item in this field. In the broilers, we had 

rocessors who came before this committee who said that the chain 

uyers would beat down the price to the processor and then to the 
grower because they picked up a carload of broilers. And in a certain 
area at 25 cents, the man would say, “I will have to have 27 for 
these ; these are good broilers.” 

These are good, too, in this other area. It would be just a chain 
reaction, and the first thing you know the whole price would be 25 
cents because there was no Federal inspection, we were told, and 
because there was no grading at that time; that is, generally, in the 
industry. 

Do you think the same thing is going to happen in the lamb business 
ultimately ? 

Mr. Litsenquist. I think the consumers are interested in knowing 
the quality of the product they buy. They may not know precisely 
what the Choice grade means. They may not understand it at all. 
But if they can buy in reliance from a store that advertises a certain 
Federal grade and they have satisfaction with each purchase, they 
will purchase more. 

Mr. Brown. If grading is suspended, would it not be like the 
broiler situation was a few years ago? 

Mr. Lavsenquist. I would say that everyone will be the loser if the 


grading standards are removed because everyone then will have their 
own grades and there will be no standard. ‘There can be no standard 
when everyone is grading their own product. 

Mr. Brown. I cannot see where the Department could sustain 
the reasoning that it is a tool being used to beat down farm prices. 
That sounds a little too thin to spread to me. If it works the way it 
did in the broiler industry, the converse is true. 
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Mr. Lavsenquist. Historically, the western slaughterer has come 
into the Corn Belt for his hogs. We have not produced enough hogs 
in the Far West to meet the demands of our ondhias lants so we have 
shipped millions of hogs to the west coast annually for slaughter. 

Historically, the Interstate Commerce Commission has maintained 
a freight-rate relationship on fresh meat and packinghouse products, 
on the one hand, and livestock, on the other, so that either livestock 
or meat could move in competition with each other from the Midwest 
to the Pacific coast. 

Recently, the Interstate Commerce Commission has appeared to be 
more interested in the welfare of the carriers than the shippers. As 
a result, the present Interstate Commerce Commission has destroyed 
the rate relationship which has existed historically. The big packers 
in the Midwest with the help of the carriers and the ICC have changed 
the relationship of westbound so it becomes more advantageous to 
slaughter hogs in the Corn Belt where they are produced and ship 
out the dressed meat. Our packers on the Pacific coast are now being 
put out of the hog-slaughtering business. 

We have appealed to the Interstate Commerce Commission to re- 
verse its adverse decision, and it is now under consideration. It will 
take about 2 years, while these distorted rates remain in effect, to 
obtain a correction. In the meantime, our hog-slaughtering facilities 
are being idled. Many of our member plants have stopped operating 
and others are being driven to that point. And so we have a tre- 
mendous problem today in the meat industry, packers on the Pacific 
coast and packers on the east coast have been hit hard by the freight 
rate problem. Anything that could be done by Congress to require 
the Interstate Commerce Commission to go back to the historical 
relationship so that livestock and meat could move competively would 
be most helpful. The Wool Producers Association, the National Cat- 
tlemen’s Association, the National Livestock Producers Association, 
and many other organizations are on our side on this issue. But the 
Interstate Commerce Commission has turned against us. We feel 
that it is in the interest of all to maintain a freight-rate relationship 
which allows packers in all parts of the country to bid on the Nation’s 
livestock supplies. 

Mr. Roosrvetr. We thank you, Mr. Liljenquist. We certainly will 
be happy to give that matter some further careful study. 

I have just a few comments on your prepared statement. On page 
2, you state: 

It is commonly believed by many farmers and small business firms that the 
largest packers control the market for both live animals and dressed meat. 

It is a matter in which we should receive more factual information 
than that generalization. I am sure the committee will be interested in 
specific information. This is a matter that to my mind is a question 
of enforcement of the existing law. And if such a situation actually 
exists we can probably show it to the Department of Justice or which- 
ever department has the proper jurisdiction. This will be an impor- 
tant fact, although, on a certain basis of generalization, the committee 
does not have much to go on. 

Mr. Liwenquist. This subject was gone into quite thoroughly 2 or 
3 years ago by the Senate Antitrust and Monopoly Subcommittee and 
various witnesses testified on this very problem. I bring it out here 
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to emphasize the need for legislation which would bring about some 
deterrent toward mergers. 

Our association favors the premerger bill which is now pending in 
the Congress. It would tend to slow up further economic concentra- 
tion in the meatpacking industry by stopping these mergers which 
have been going on in recent years at a very rapid rate. 

Mr. Roosevett. On page 4, the first paragraph where you say “modi- 
fication unsound,” is it your opinion that legislation is possible in this 
field? In other words, if the Department could by decree accomplish 
this, it is also possible to do it by legislative action ? 

Mr. Litsenquist. Mr. Congressman, I personally feel that if the 
big packers are successful in getting the courts to modify the consent 
decree of 1920 to permit them to engage in the retailing of meat and 
grocery products, then I believe that our association would un- 
doubtedly support legislation to prevent large packers from engaging 
in the retailing of grocery products. 

Mr. Roosevetr. Do you have any specific information with respect 
to the mergers which you can cite, specific ones as to the volume of 
business involved and the situation from a competitive point of view 
after the mergers had been accomplished? In other words, did they 
effectively reduce competition or come near eliminating competition ? 
If you had further facts on those particular mergers, I think the com- 
mittee would appreciate receiving it. 


Mr. Lizsenqutst. Yes, sir; I do have, and I will be glad to file it 
with the committee. 
(The information is as follows :) 


Since World War II the national packers, particularly Swift & Co., have con- 
tinued their merger program which has resulted in the absorption of more than 
200 companies of all kinds in the past 30 years. 

In the Moutain States and Pacific Coast States, the national companies were 
not dominant prior to 1946. About 70 percent of the total commercial slaughter 
was then in the hands of the small operators. Since then, through acquisitions 
of competing firms, plus additional in-shipments of meat and meat products 
from big packer plants in the Midwest, the share of the business held by the 
independent packers has declined to about 50 percent. 

These mergers with smaller companies, many of them facing financial dis- 
aster before they agree to sell, is a problem of real concern to small packers, 
producers of livestock, and the general public. There is no surer means of creat- 
ing monopoly than the ability to constantly buy up competing concerns. 

Below is a summarization of mergers in Far Western States since World War 
i: 

Mergers by Armour & Co.: 
King Packing Co., Nampa, Idaho. 
Mace Packing Co., Dixon, Calif. 
Mergers by Swift & Co.: 
Royal Packing Co., Broderick, Calif. 
American Packing & Provision Co., Ogden, Utah. 
Gem State Packing Co., Bosie, Idaho. 
Mergers by Cudahy Packing Co. : 
Tovrea Packing Co., Phoenix, Ariz. 
Seatle Packing Co., Seattle, Wash. 
Mergers by Morrel Packing Co. : 
Holly Meat Co., Oakland, Calif. 
Bob Ostrow Co., San Francisco, Calif. 

The purchase of the American Packing & Provision Co. by Swift at Ogden and 
the Gem State Packing. Co. at Boise and the purchase by Armour of the King 
Packing Co. at Nampa, Idaho, illustrate the elimination of competition, 
particularly with the chainstores in that area. Many of our independents have 
been severely damaged. I should like to refer the House subcommittee to the 
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various complaints which our association has filed against the large national 
packing companies for unfair trade practices, such as the complaint against Swift 
& Co.’s Gem State packing plant at Boise. In this case the Packers and Stock- 
yards branch has filed a charge against Swift & Co. for attempting to eliminate 
competition in Oregon, Washington, and California. 

It might be a good idea for the subcommitee to check some 20 complaints which 
the Western States Meat Packers Association has filed with the Packers and 
Stockyards branch since 1956. Although USDA is shorthanded, it is investiga- 
ting these complaints and may soon take additional steps to reduce unfair com- 
petitive practices in that area. 

There is no doubt that the purchase of the Seattle Packing Co. by Cudahy in 
Seattle and the Tovrea Packing Co. in Phoenix have had adverse effects on the 
independent packers. It is interesting to note that Swift & Co. has been attempt- 
ing recently to purchase the H. & H. Packing Co. in Yakima, Wash., which is one 
of the largest growing independents in the central part of the State. If this 
merger goes through, it will certainly be harmful to independent packers in that 
area, 

We surely hope that your subcommittee will give its support to legislation 
which will tend to curb the further acquisitions of the big packing companies 
without advance approval of the Department of Justice. 

Mr. Roosrverr. Thank you. I might also make a comment as to 
page 5. It will be the intention of the committee to discuss with the 
representatives of the Department of Agriculture the reasons for the 
lack of action which you have drawn attention to in the second para- 
graph of your statement on the Packers and Stockyards Act. And we 
will be looking into that also. 

Mr. Litsenquist. Mr. Chairman, I have with me here a brochure 
which was prepared by a large number of farm and trade associations 
which summarizes the reasons for that failure, how it occurred and 
why. I would be glad to leave it with the committee if you desire to 
have it. 

Mr. Roosrveur. Published by whom ? 

Mr. Linsenquist. It was published jointly by a large number of 
farm organizations and trade associations 2 years ago when legis- 
lation was before the Congress to restore jurisdiction to the Federal 
Trade Commission to prevent unfair competition in the meat industry. 

Mr. Roosrvetr. The committee will be happy to receive the study. 
And if you will, deliver it to the clerk. We will appreciate it. 

Mr. Livsenquisr. Thank you. 

Mr. Roosrvetr. Mr. MacIntyre, do you have any questions ? 

Mr. MacInryre. I have a question that I would like to put to Mr. 
Liljenquist. 

in your statement you have discussed the motions made by the meat- 
packers for modification of the decree. 

Mr. Livsenquist. Yes, sir. 

Mr. MacInryre. Isn’t it a fact that in their motion they make the 
argument that they want this modification because chainstores have 
gone into meatpacking, and they need also to go into retailing to 
compete with those retail organizations. 

Mr. Linsenquist. Yes, sir; that is their claim. 

Mr. MacIntyre. So to follow up the chairman’s question to you, if 
legislation were enacted which would keep separate the functions of 
retailing and packing, that argument would no longer be valid at all, 
would it ? 

Mr. Linsenquist. You are correct. 

Mr. Macintyre. That isall. Thank you, Mr. Chairman. 
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Mr. Brown. Do your 525 companies in your association feel that 
they have reasonable and ready access to the livestock produced in this 
country ? 

Mr. Lintsenquist. We have had until this past year when the Inter- 
state Commerce Commission changed the historic freight rate rela- 
tionship. 

Mr. Brown. Have you been able to buy the livestock at approxi- 
mately the same cost as the big nine meatpackers. 

Mr. Linsgrnquist. Yes; but we feel in various geographical areas 
that they sometimes run the price up when we are buying and run the 
dressed meat price down when we are selling if they have some par- 
ticular reason for wishing to expand their operations. 

Mr. Brown. What particular geographical area ? 

Mr. Litsenquist. I am speaking specifically of the Rocky Mountain 
and Pacific coast States. The big packers were slow in coming into 
that area. Nationally, they have had about 70 percent of the meat 
business and the independent meatpackers 30 percent. But in the 
Far West, up until World War II, the situation was just reversed. 
We small packers had 70 percent of the business. But since World 
War II, the increased population on the Pacific coast and in the Rocky 
Mountain States has attracted these large national companies and they 
have come out there with their products, shipped out from the Mid- 
west. And they have also bought packing plants throughout our 
area. And today they have about 50 percent of the meat business in 
that area, and we have lost a consideable share of the business which 
we held up until World War II. 

Mr. Brown. How did they run the price up sometimes and run it 
down at other times? Would you give that information to the com- 
mittee. 

Mr. Litsenquist. Yes. Supposing a small packer is bidding on 
lamb and supposing the national packer feels that the small packer 
is becoming too much of a market competitor. Then the large packer 
will bid up the cost of those lambs to a point where it is unprofitable 
for the small packer to purchase them. When the small packer has 
some dressed lamb to sell at the retail level, the large packer will de- 
press the price so that the small packer takes a very substanital loss 
on his killing operations. 

The small packer is engaged in meatpacking alone most ordinarily, 
whereas the large packer is involved in hundreds of items other than 
fresh meat and packinghouse products. 

Thus we feel that a large packer subsidizes its slaughtering houses 
of branch houses in a given area with profits from other geographical 
areas, or with profits from nonmeat businesses, while they are re- 
ducing their competition where they wish to expand their operations 
or where they wish to put a packer out of business. 

Mr. Brown. The goal of this alleged manipulation that you have 
described is to eliminate the competition of the small packer, to freeze 
it down to a point where it will sell out or where it will go out of 
business, is that the goal? Is that what you are saying? 

Mr. Livsenquist. Yes, sir. 

Mr. Brown. That has happened, you say, in several instances? 

Mr. Livsenquist. I think it happens in numerous instances. As a 
matter of fact, during the past few years, we have filed 20 complaints 
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of unfair competition with the Department of Agriculture. In pre- 
vious years they have not been able to investigate complaints which 
we have filed with them, but they now have a small staff and they have 
brought an action against Swift & Co. operating out of its Gem City 
packing plant in Boise, Idaho, wherein hoe charge that the company 
was selling meat below cost to various retail outlets in Klamath Falls 
and Medford, Oreg., also, in California points and in Washington 
points. These sales had the effect of driving out competition, because 
they were below the cost of Swift & Co. as well as below the cost of our 
members. 

Mr. Brown. We have heard that story in the milk industry, too, 
on the part of the national companies that will make a different price 
in one geographical area and offset it with better prices elsewhere in 
order to have an effect on the price. 

Mr. Lausenquist. Our industry has been without enforcement over 
unfair trade methods. We have no measures as to how prevalent 
these practices have actually been. But we feel, as small packers, that 
they have existed over all of these years and we have never been able 
to do anything to correct them. 

Mr. Brown. Thank you. 

Mr. Roosevett. Mr. Liljenquist, just one last question which I 
would like to put to you as to page 4. In the second paragraph under 
“Modification” you make a statement of which, for the record, I am 
not sure. “Over vigorous oposition of the Justice Department last 
year, the big packers succeeded in shifting the venue of consent de- 
cree case from Washington to the Federal district court in Chicago.” 

I question that. You do not mean any implication by that that 
the packers control] the court or that there is anything wrong in the 
change of venue. If you do, then I think you should amplify it, be- 
cause from my position here, I could see that a case could, certainly, 
be made that due to the expense involved to the many people involved 
and the fact that the Government does have an office there, whereas 
the packers might not have an office in Washington, that this might 
be a justified thing or, at least, something for the judgment of the 
judge. I would not like the question to be left here that we were cast- 
ing aspersion on a judge who made that decision. I must ask whether 
you are implying that; and if so, what your judgment is based on? 

Mr. Lanvsenquist. Mr. Chairman, I am glad you brought that up. 
I had not noted that implication in the statement. But in order to 
correct any doubt about this situation, I will say this, that the consent 
decree was initially in the court here in Washington in 1920. All of 
the efforts to modify the decree by the big packers and during the- 
years in which the decree went to the Supreme Court of the United 
States on three different ocasions up until 1932, were made in the local 
court here in Washington. Naturally, jurisdiction still remained in 
the District Court for the District of Columbia. 

The big packers petitioned that venue be shifted to Chicago for the: 
reasons which you mentioned, cost and convenience. 

The Department of Justice was opposed to this shift. For some 
reason, they felt that it should remain in the court which had always 
had jurisdiction over this case. I think there may have been a feeling 
on the part of industry, generally, that the court in Chicago would 
be more friendly to the big oe human nature being as it is, being: 


on the home grounds of the big packers. 
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I do not wish to imply that the court in Chicago will reach a dif- 
ferent conclusion than the court in Washington, nor that the judge 
made a mistake in shifting venue. But the Department of Justice was 
opposed to the change and did vigorously oppose it. When the de- 
cision was reached to move to Chicago, it was a disappointment, I am 
sure, to many people, including small packers. 

Mr. Roosrevetr. We want to thank you very much for your testi- 
mony and for your frank and constructive statement to the commit- 
tee. If you will supply us with those other points that were raised, 
we will certainly appreciate it. ‘Thank you. 

Mr. Roosrvetr. The committee was to have heard this afternoon 
from Dr. Irving Berger, president of the United States Poultry and 
Egg Association of Lakewood, N.J. Unfortunately, Dr. Berger has 
been taken seriously ill and will not be able to be with us this after- 
noon. However, tomorrow at 2 o’clock arrangements have been made 
for a substitute to appear on behalf of the United States Poultry and 
Egg Producers Association. 

‘The committee will now hear from Mr. Angus McDonald, who is 
the Washington legislative representative of the National Farmers 
Union. 

I will ask Mr. George Bickel, who is assistant to the president of 
the Rocky Mountain Farmers Union, if he will come forward at the 
same time, because the testimony of these gentlemen is closely related. 

Mr. McDonald and Mr. Bickel, we want to welcome you to the com- 
mittee. We appreciate your coming forward and giving us the bene- 
fit of your experience in this field. 

Do you want to proceed first, Mr. McDonald? Do you have a pre- 
pared statement ? 

Mr. McDonatp. I do have a prepared statement. 

Mr. Roosrvett. Before you do so, may I say that I have to attend 
another meeting in a few minutes and I am going to ask Mr. Brown 
to take over the meeting and to proceed with it. 


STATEMENT OF ANGUS McDONALD, COORDINATOR, DIVISION OF 
LEGISLATIVE SERVICES, NATIONAL FARMERS UNION 


Mr. McDonarp. Mr. Chairman and gentlemen of the committee: 
Since you have to leave, Mr. Chairman, let me introduce a very able 
witness, an official of the National Farmers Union, specifically of the 
Rocky Mountain Farmers Union, Mr. George Bickel, who is the edi- 
tor of the Rocky Mountain Farmer and assistant to the president of 
the Rocky Mountain Farmers Union. 

My name is Angus McDonald. I represent the National Farmers 
Union here in Washington. 

We appreciate the invitation to participate in this hearing. Leaders 
and members of the National Farmers Union have felt for many years 
that the prosperity and well-being of small business, particularly in 
rural areas, was closely related to the prosperity of farmers. Farmers 
and small businessmen are interdependent. History has proved that 
un agricultural depression affects the small business community al- 
most as soon as it affects the farmer. 

The farmer himself may be considered a small businessman. His 
success or failure depends in large part on his skill as a manager, and 
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entrepreneur. He must be efficient to survive. Historically the 
family farmer and the rural merchant did survive when they adopted 
superior techniques and gave the consumer a product of high quality 
at a reasonable price. 

Unfortunately, this situation no longer exists either in agriculture 
or small business. Large corporations are invading markets formerly 
enjoyed by small businessmen and are taking them over by means of 
sheer financial and market power. They are employing cutthroat com- 
petition methods—selling below cost and are even giving products 
away. 

Gos orate growth in this country has reached a point where it is 
waciileke for a nationwide corporation to systematically pick off small 
businessmen in one area after another. There is a tremendous revolu- 
tion going on at the present time in food distribution and processing. 
This is particularly true in regard to dairy and bakery products. 
We wish to compliment the House Small Business Committee in re- 
gard to its investigation in these areas. Hearings before the com- 
mittee during the past few years prove that corporations have been 
employing ruthless and unlawful methods to destroy the small busi- 
nessman. 

Along with the destructive activities of groups engaged in the pro- 
cessing and distribution of food has come an invasion of certain 
agricultural industries by corporations previously engaged in off-the- 
farm activities. The method used by corporate groups to obtain 
control of farm operations is usually referred to as vertical integration. 

The intrusion of feed companies into the supervision and opera- 
tion of agriculture has been evident to everyone who follows economic 
trends. At the present time, it is estimated that about 95 percent 
of all broilers consumed by the American public are raised under some 
kind of a contract between the farmer and a company, or an in- 
dividual not primarily engaged in agriculture. This particular type 
of economic arrangement has not in general proved beneficial to the 
farmer. The farmer has, as a general rule under a broiler contract, 
made very little profit and at the same time has lost control of his own 
operation. 

We wish to emphasize that our organization does not oppose vertical 
integration. We are very much in favor of it, if it is controlled by 
the producer. We do not believe that in the long run the farm plant, or 
our soil resources, will be conserved and improved if farm operations 
are controlled by off-farm groups. The tendency in such operation is 
to extract as much profit as possible from the operation regardless of 
its effect on agricultural resources. 

The broiler-contract arrangement is subject to another evil which 
we believe is inherent in all such large-scale conglomerate operations. 
There is a tendency for the feed dealer or the corporation to operate 
his integrated operation in such a way that the producer’s part of the 
operation realizes little if any profit. Profits inevitably gravitate to- 
ward that part of the operation in which the farmer has no part. 
The feed dealer usually makes a profit on the feed or if engaged in a 
variety of other activities, which includes the sale of the processed 
product, he may even experience a bookkeeping loss on the feed yet 
realize increased profits on his overall operations. The vertical inte- 
gration of great corporations does not benefit the farmer and is detri- 
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mental to the small operator who processes and distributes his 
products. 

Destructive price wars do not in the long run benefit the consumer 
and may be disastrous to the small businessman and the farmer. When 
a national dairy corporation invades a market, the farmer may find 
his outlet for milk cut off; at the conclusion of the price war may find 
that his share of the consumer’s dollar is less than it was when his 
products were processed and marketed by small businessmen. 

The effect of all the manifold market activities of great corporate 
groups during the past 10 years has been a steady decline of the share 
of the farmer in the consumer’s dollar. I call the attention of the 
committee to a recent publication by the House Committee on Agri- 
culture, entitled “Food Cost Trends.” This study indicates that dur- 
ing the past 11 years there has been a $15.9 billion increase in the cost 
of food to the consumer. Farmers received only 16 percent of that 
increase or $2.4 billion. Had not the volume of food purchases in- 
creased during the period, the farmer would have obtained none of 
this increased consumer expenditure. Farm prices during the last 11 
years have declined by 8 percent. 

The charts in “Food Cost Trends” tell the story of what has hap- 

ened to the farmer and the consumer during the period. In every 
instance the spread between the farm and retail price has widened, 
tremendously. On page 3 of the publication, there is a rather star- 
tling chart which relates to retail prices of cereal and bakery products. 
The chart shows that since 1947, wheat prices have declined greatly 
and that bread prices not only have widened the gap between the 
retail price and the farm price but have actually acted in a completely 
different way from what you would expect in a competitive economy. 
Prices of bread have shot up at the same time that prices of wheat 
and other ingredients going in bread have fallen drastically. 

I call the committee’s attention to a chart which describes the 
behavior of prices of bread in three American cities and the behavior 
of prices of three types of wheat during the year of 1957. During this 
period in these three cities, prices of bread were unchanged except 
one increase in one city (New York). Prices of wheat on the other 
hand steadily declined. This was typical of bread and wheat prices 
in large cities. For example in Chicago, the price of bread remained 
exactly the same during a period of about 6 years. 

In areas where national bakery corporations control the market the 
price to consumers is very high. I believe investigations would prove 
that in all areas where two or three bakeries dominate the market that 
prices of bread are unduly high and that small distributors have been 
eliminated. 

Another chart “Marketing Margins in White Bread” indicates that 
the wholesale bakers have increased their margins by 120 percent since 
1947. Other groups engaged in the milling of flour and retail distribu- 
tion have not done so well. 

The charts in the House Agriculture Committee pamphet referred 
to tell a vivid story of what has happened to the farmer and the 
consumer. Unfortunately, it does not tell the story of the small busi- 
nessman. One would think that with the tremendous increase of in- 
dustrial profits during the last 10 years, which includes producers 
engaged in the processing and distribution of food, that the small busi- 
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nessman would not have suffered financially. Investigations of this 
committee and by other committees of Congress have convinced us 
that small businessmen in many areas and industries are in a depressed 
state and have been during a period when the spread between retail 
prices and farm prices was widening. 

A report by Dun & Bradstreet reports that business failures in- 
creased 90.6 percent during the 7-year period 1952-58. In 1952, busi- 
ness failures numbered 7,611; 1958 they numbered 14,964. This amaz- 
ing figure does not, however, represent the total number of failures but 
only to those which involved court action. There is reason to believe 
that there were many more thousands of business failures caused by 
the predatory activities of great corporations. 

I call attention to certain information developed by this committee 
in regard to mergers in the dairy industry. Elimination of small 
business, as result of mergers, has reached alarming proportions. Un- 
fortunately, this trend does not represent an increase in efficiency or a 
saving to the consumer. The result generally seems to be that after 
the small businessman is eliminated, the consumer pays higher prices, 

Price-fixing conspiracies, price discrimination which lessens com- 
petition, and vertical integration, if not checked, will result in the end 
of the independent farmer and the independent businessman. Vertical 
integrators have taken over the broiler industry and are now rapidly 
invading the livestock industry, particularly hogs and cattle feeding. 
The trend of vertical integration in agriculture can be related to the 
increased domination of the food and processing industries by a few 
national corporations. In some instances the same companies are 
engaged in both kinds of activities. 

There is a pattern of the whole economy developing in this country, 
which is similar to the economic pattern of the oil industry. A few oil 
companies, closely related by financial connections, not only own the 
oil resources of the country, the manufacturing and transportation 
facilities, but actually control the oil and oil products in all their eco- 
nomic stages between well and consumer. The result in this industry 
is plain to be seen. The investigations by the chairman of this sub- 
committee have proved that the retailer or operator of the filling sta- 
tion obtains a very small part of the tremendous profit in the produc- 
tion and distribution of oil. Consumers, on the other hand, pay a 
relatively high price. 

I suggest that if action is not taken by our Government to check the 
trend toward monopoly in food, in production and distribution, the 
farmer will be at the complete mercy of those who buy his food prod- 
ucts. He will be required to enter into some kind of contractual rela- 
tionship, no matter how disadvantageous it may be to him. I suggest 
that if action is not taken soon that small businessmen will disappear 
and that the consumer will pay monopoly prices for his food. The 
quality of the food will also suffer because of additives which reduce 
the cost but which adversely affect its nutritional value. 
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(The charts referred to follow :) 
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Mr. Brown (presiding). Thank you, Mr. McDonald. We will now 
hear from Mr. Bickel, then we will question the two of you together. 


STATEMENT OF ROCKY MOUNTAIN FARMERS UNION, PRESENTED 
BY GEORGE L. BICKEL, ASSISTANT TO THE PRESIDENT, ROCKY 
MOUNTAIN FARMERS UNION 


Mr. Bicxen. Mr. Chairman and members of the committee, I, too, 
want to add my word of appreciation for your hearing. 

I come from Denver, Colo. I am George L. Bickel, assistant to 
the president of the Rocky Mountain Farmers Union which repre- 
sents some 20,000 farm families in the States of Colorado and Wyo- 
ming. 
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I believe without taking your time to read all of this, we can skip 
several parts that have been covered rather adequately by Mr. Mc- 
Donald and Mr. Liljenquist. So if I may, I would just like to skip 
in and out of it. 

Mr. Brown. Suppose that we include it in the record as if you had 
read it, and you highlight it for us. 

Mr. Bicxet. In its entirety. That will be fine. 

The reason farm producers, like small business folks, are gravely 
concerned with the merger movement and integration in the food 
industry with the concentration of farm markets in fewer and fewer 
hands: Farmers are ina bad way. As farm markets are lost through 
merger and integration, the competitive price mechanism of the free 
market is destroyed, and as the competitive price structure is des- 
troyed, competition itself is destroyed. Destruction of competition 
is replacing the historic function of supply and demand with a pat- 
tern of administered prices low to the producer of raw materials, 
disastrous to the small businessman, high to the consumer, and cer- 
tainly alien to the American free enterprise system. I have here some 
evidence to substantiate that charge. 

In the past both agriculture and the food business beyond the 
farm gate hevs been bulwarks of free enterprise and free competitive 
markets. Today concentration of economic power in this food field 
is surely and effectively destroying many marketing processes which 
have insured through the years the competitive mechanisms which 
= protected consumers, producers, and small businesses in the 

eld. 

Many small businesses are being forced into mergers or out alto- 
gether, while many farm producers of food are being reduced to mere 
contractual low-paid pieceworkers on their own farms with no voice 
in determining, through bargaining in the free market, the price 
of their own products. 

At the same time savings possible to consumers through abundant 
production of food and fiber are not in many cases being handed on 
to them, but drained off in increasing profits taken by the food 
chains. 

Although Colorado is not as populous as many States, the recent 
acquisition of 26 Miller’s supermarkets by the National Tea Co., 
an international food cartel, and the further entry of this chain 
into the cattle feeding business, the packing business, the bakery busi- 
ness, and related trucking operations in Calarade, makes our State 
an actual test tube for this committee’s study in searching out the 
economic problems facing small business concerns subjected to 
monopoly-type competition. ; 

My statement is confined to the integration taking place in cattle 
feeding, processing, and marketing on the Denver terminal market, 
one of the Nation’s largest cattle markets, and the effects of recent 
integration in the egg and vegetable markets of Colorado. 

I think that we can skip this next section, other than to say that the 
Packers and Stockyards Act, as you well know, was a Government 
effort to regulate and make possible regulated free competition, with 
rules of fair play set up and administered by the Government itself, 
charged with supervision of bidding rules, weighing, and whatever 
devices they felt necessary to insure free competitive buying and 
selling. 
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I will not go into all of its provisions, but they were definitely an 
attempt to prevent the very thing that is happening. 

The packers consent decree is very important, as was pointed out 
by the representative here. We assumed at that time, 1920, through 
action of the Supreme Court and the consent agreement, that prac- 
tices of the meatpackers, engaged in the retail business, were definitel 
injurious to competition and tended toward monopoly, and throug 
that agreement the large meatpackers, as he pointed out, agreed to 
get out of the retail field entirely. 

Certainly, these same provisions of the consent decree applied to 
the meatpackers in 1920, rather than being drop now, should be 
equally applied to the retail chains, for which we have now allowed a 
new force, that of the large retail food giants, not only to enter into 
the packing business, but to go a step beyond, to operate freely in the 
cattle feeding business and in the farming business. Actually the 
operate at every level of the food business from the farm to the retail 
level. If the consent decree was good in terms of 1920 it would, cer- 
a be good in terms of the food chains today, applied equally to 
them. 

This seems to be an area that precedent has been established in, but 
the recommendations of this committee might be very effective here. 

I mention the O’Mahoney-Watkins bill very “brie . It did 
strengthen the hands of the Federal Trade Commission. Thies that 
this committee will add its force to insist that the FTC move vigor- 
ously into its new responsibility in the field. 

In the Denver terminal market at the present time, some large food 
chains are able to buy on the market when competitive bidding is light 
and prices are low, or stay out of the market when prices are firm, and 
bidding brisk. They are able to enjoy this advantage by the two 
devices of ownership and many contractual arrangements. 

If I may refer briefly to the National Tea Co. The National Tea 
Co., owner of the National Food Stores, and recent purchaser of 26 
Miller supermarkets in Denver, and 3 independent markets in Colo- 
rado Springs, owns and operates the National Food Stores packin 
plant in Denver. The National Tea Co. also owns large feedlots noms 
as feeding and holding lots for market advantage. These lots, lo- 
cated within 22 miles of the packing plant, make possible delivery 
within 2 hours on any day prices are such in the competitive market 
that it isan advantage to draw fat cattle from them. 

However, actually, if the prices are real good, and they have some 
cattle that they purchased at real low prices, they can even dump the 
cattle from their lots onto the market. This very seldom happens. 

The pattern is clearly revealed in the following chart: This chart 
applies to their choice steer and heifer prices, Denver terminal mar- 
ket, January 1 through September 1, 1958. Through ownership of 
this lot for feeding and holding purposes, the National Tea Co. 
enjoys a tremendous advantage over competition in the free com- 
a livestock market at the Union Terminal Stockyards at 

enver. 

This isasimple chart. (See p. 243.) 

Over here on the left is the market price of fat steers and heifers. 
The two top lines show Choice steer and Choice heifer prices on the 
Denver market during that period. 








SMALL BUSINESS PROBLEMS IN FOOD DISTRIBUTION 217 


These chains, by the way, buy all Choice steers or all Choice 
heifers. And I say “all” advisedly. Ninety-eight percent plus of 
their purchases are in this grade. 

T = chart roughly shows that they come in and out of the market 
at will. 

During this period they were slaughtering an average of 1,500 to 
3,200 head of cattle in their Denver plant a week. 

As you see here early in February the market price was depressed 
to $24 a hundred. National Tea came in and bought rather heavily 
through February. And then they got out in March, as the price 
began to climb. They came back in April and made fairly heavy 
purchases but then got out to the extent of buying no more than 
30, 40, 50, 100 head a week on the market, although they continued 
to oe 1,500 and upward a week. They were staying out of the 
market. 

Market people will agree definitely it helped in depressing the 
prices through May, June, and July until cattle prices were down 
again to $24 in August, and their buyers came in buying heavily in 
the market. 

There is nothing illegal in the practice. Anyone can go in and out 
of the market. But, certainly, a tremendous advantage against a 
market set up and regulated for free competition. 

The next chart explains the degree to which they were in and out 
of the market. 

In the second graph National Tea purchased 45 percent of its 
slaughter cattle in the competitive terminal market. 

In the succeeding 4-week period, as prices rose, their purchases in 
the competitive terminal market dropped to 23 percent of their total 
slaughter. 

I believe the chart is quite clear on that, unless there are some 
questions. It merely means that by the tremendous force of their 
ownership and capital investments in their own packing plants, in 
their own feedlots, in their own contractual arrangements outside of 
the market, they can come in and out at will, and with all of the 
protection of a market setup in which the farmer himself pays for 
the cost of running that market to maintain it, and in which some of 
the other packers actually rent land around the Denver stockyards. 
This chain can have all of these advantages, and yet they share in 
none of the disadvantages of a fluctuating market. It gives them an 
unfair market advantage by sitting out here outside the market 
established by the Government for the purpose of free competition 
and enjoying its benefits, carrying little of the burden of its risk. 

Mr. Brown. One question here, Mr. Bickel, please. 

During June and July of this period, when you say National Tea 
bought only 12 to 14 percent of their beef through the Denver Ter- 
minal Market, did the rest of their supply come from their own feed- 
ing operations? 

r. Bicxet. They came from two sources, sir. From their own 
feedlots. The use these at will to carry these cattle and to fatten. 
They do both of these functions there so you cannot always tell with- 
out subpenaed evidence. They came either from their own lots or 
from direct contracts with farmers, direct buying in the country, but 
in neither case were they through competitive bidding. 
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Mr. Brown. In the instances where they bought regularly at the 
farm, was the price at the farm relative to the terminal market price, 
that is, the livestock exchange ? 

Mr. Bicxex. Yes, and this in itself is another of the great abuses 
of the market and the disadvantages. They would come to your farm 
and say, “We will give you 24 cents; we will give you whatever the 
market is on Monday,” knowing full well it would probably be around 
24 cents, because they were not in there bidding you see, as a very big 
slaughterer of cattle. But the very fact they knew they would not be 
there, they knew exactly, from a gage of their own pressure on the 
market, and they were able to say to the farmer, “We will give you 
market price for your cattle.” But then they added such devices as 
pencil shrink to his cattle saying, “We will give you 24 cents less 
4 percent pencil shrink.” 

The Department of Agriculture has made studies I am sure this 
committee could secure which show that pencil shrink isn’t that much, 
that the average pencil shrink is less than 4 percent, although this is 
often charged the farmer. 

Then another disadvantage in terms of the price determining func- 
tion of that Denver market is that the farmer never knows; he reads 
in the report of the Department of Agriculture that cattle bought in 
the country were sold at an average of 24 cents, but without the added 
figures of pencil shrink, freight, and other concessions made to the 
chainstore. He never knows, you see. Whereas the function of the 
market as a yardstick of fair price is avoided, too— 

Mr. Brown. I think we need another figure here to make this pic- 
ture complete, if you could supply it. During this period of June and 
July, when you alleged that National Tea was buying less than 100, 
or approximately 100, head, what were the total marketings of Choice 
steers and Choice heifers on the Denver Livestock Exchange during 
that period? What percent did that represent ? 

Mr. Bicxex. I can give you that very readily. I have it here on the 
chart somewhere, but I will furnish that for you. 

Mr. Brown. And if you would, I think we should have the figure 
to back that National Tea allegedly bought 700 to 800 head. What 
percent of the total market does that represent ? 

Mr. Avery. Will the gentleman yield? 

That figure is meaningless unless you can find that number of mar- 
ketings in the comparable grade that you say they bought. Excepting 
your comment on it, we have no heoeliden of that. But if their acqui- 
sition was restricted to Choice grades, that is about the only figure 
that would be meaningful on this chart. 

Mr. Brown. I think that was the request, the number of Choice 
steers and Choice heifers during that period. 

Mr. Bicxet. We will be happy to do that, sir, and would rather 
put it in chart form. 


Mr. Brown. Roughly, do you recall, are they the biggest buyer in 
the exchange? 

Mr. Bicxei. No; the Capital Pack in the Denver market, that sells 
by contract to Safeway, is bigger than National Tea in the Denver 
Terminal Market at the present time, I believe. 


Mr. Brown. Do you recall what percent of total marketing the 800 
head would be? 
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Mr. Bicker. Of the total marketings? For that particular week, 
that particular day, yes, probably about 10,000 to 13,000 head of cattle 
went through the Denver Terminal Market on that Monday. It would 
vary a lot, and that is a rough estimate. 

Mr. Brown. It would be one-twelfth to one-thirteenth ? 

Mr. Bicker. We assume better than 10 percent of the market. 

Mr. Brown. Proceed, Mr. Bickel. 

Mr. Bicker. At the bottom of page 5, gentlemen. 

Other large chains are also avoiding the competitive market. Other 
large chains, and I just mentioned Safeway, although not owning their 
own feedlots in Colorado are engaged in practices of varying degrees 
of avoiding the competitive terminal market in a manner similar to 
that of National Tea through contractual arrangement with large 
feedlot operations in the State. Largest of these fattens out some 
80,000 head of cattle yearly, a figure equal to 11 percent of the total 
Denver slaughter. I am not certain every head goes to Safeway, but 
the great majority of these go to the Safeway stores. 

The effect of such practices on the Denver Terminal Market is 
vividly illustrated in the following tables of cattle and sheep pur- 
chases in Denver. Despite the strong, general growth of sales in 
Denver, purchases through the competitive terminal market have suf- 
fered an absolute decline in cattle and have remained roughly level in 
sheep. 

If you will turn to this next chart, because this is the crux of what 
we feel will be the result that will hurt small business and producers 
alike. It is a chart on cattle and sheep slaughter at Denver. This 
will give you the total annual number of head slaughtered. But on 
that top line, the total slaughter, ran through the terminal market for 
5 years, you will notice that there are more cattle being slaughtered 
out there. It is a bigger business than it was. (See p. P44.) 

The purchases outside of the terminal market, however, have in- 
creased from 1954 over 1953 by 11 percent; increased another 310 per- 
cent in 1955; for a total increase through the 6 years of 1,285 percent. 
So that actually it is only 63 percent down in the bottom line of that 
first group of figures. So from 1953 to last year only the number of 
cattle going through the competitive terminal market decreased from 
96.8 percent to 61.3 percent. I have projected that on out. Just as 
a projection for what it is worth. This would get below 50 percent 
by 1961 if this same rate of purchase outside the market continues. 

This simply means that you have only 63 percent of the cattle in 
Denver determining this yardstick of fair cattle prices today. And 
those of you who know the economics of this factor know that the 
lower this gets the less reliable the price, and pretty soon we are with- 
out any price to the producer, save that given by the chainstore itself. 
And this has happened even today. 

Safeway will call the market and say, “We are willing to pay for 
a thousand head of fat steers 25 cents on this morning’s market. We 
are not asking what is the market, but this is what we are willing to 

ay.” 
Well, in the definition of true bidding, this is a bid, but a thousand 
steers are a lot of critters and to turn down this kind of bid a small 
packer is up against it. I mean, he has to take it if he has a lot of 
cattle on hand that day. And as this total number becomes lower and 
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lower in the competitive market we fear that very soon we will have 
the type of system there is in California. Although they refer to 
Denver price and St. Jo and Kansas City, they still have lost the 
value of the terminal market there, you see. And they seem to be in 
more trouble there, too, in the small packing business. 

Mr. Brown. Right on that point, Mr. Bickel, the Denver Terminal 
Market refers to St. Joseph and other markets more toward the east; 
does it not ? 

Mr. Bicxeu. For price, you mean? 

Mr. Brown. Yes. 

Mr. Bicxex. Those prices, under the Packers and Stockyards Divi- 
sion, are published there so that the farmer and the packer can see 
what is being paid in other areas; yes. But they also publish the 
prices in the Denver market. 

In the case of sheep the price is more important than in the other 
areas because this is the biggest sheep market in the world, actually. 
I have to brag, being from out in the country, you know. But in the 
case of sheep, this is a very, very important market in the world. 
That isnot soin cattle. It is important, but not the leader. 

Mr. Brown. Well, we laymen are always wondering who wakes up 
in the morning and says the price is going to be such and such and 
starts on the bidding, and where it happens. Many years ago Chi- 
cago was considered to be the heart of the livestock pricing arrange- 
ment. Is it still considered that? 

Mr. Bicxet. It is going downhill rapidly. And although I am not 
prepared to document and prove this, if I might draw an obvious 
conclusion, the fact Swift has recently closed its packing plant in the 
Chicago area, giving as its reasons that this industry was being 
diversified, might be an indication that it is going down very rapidly. 
St. Jo and Kansas City are now more important to us and, as you 
say, they are an hour earlier in the morning so you have those quota- 
tions sooner. 

Mr. Brown. Of course, those two cities are in a very important 
State. Goon. 

Mr. Bicxe.. If we might drop to the bottom of page 6, because I 
believe this chart is perfectly obvious and there is no use belaboring 
it, under sheep—because this has been mentioned here—it is a little 
different item right now, gentlemen, in that because of the shortage 
of cattle due to the backlash of the drought, cattle prices are not a 
good indicator of what happens to consumers when we have a surplus. 
In sheep we have a little different problem this year, for we had a 
great quantity of sheep. 

Similar conditions exist in the Denver sheep market. In the 
recorded period, and this refers back to this, that only 54 percent of 
the sheep slaughtered in Denver are going through the terminal mar- 
ket—if I might refer back there, because it really ties in here, back on 
page 9 there is a chart on ore: and a letter from the Safeway store, 
if you do not mind turning back. I am sorry to confuse you that way 


with the organization of this, but it belongs in here. (See p. 247.) 

This is a chart on the growing share of the consumers’ lamb dollar 
taken by retailers and packers during 1957 and through 1958. The 
legend over at the left, and I think you will find it fairly simple, the 
top figure shown on there is consumer cost, and the first bar shows 
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the gross retail markup. At the bottom of that is what the retailer 
paid and the gross packer markup. Over on the left is the farm 
price with the credit he received under the Wool Act and the pelt 
credit. So that the whole thing is there. 

But for the sake of saving time, if you would look starting there in 
1958, in the month of June, you will notice that the retailers were 
taking a gross markup, and this is primarily, as the gentleman from 
the packers pointed out, a field in which the larger chains have made 
a specialty, especially Safeway, in the lamb market—National Tea also 
I understand—in that they were taking 7.30 per hundred pounds of 
lamb at the retail market. 

This is a period from June 1958 until December a period through 
which our feeders of lamb in Colorado began to lose money. They 
lost an average in the last of that year and the spring of this year, up 
until Easter, which is primarily the heavy lamb market, of from $3 
to $5 a head. This was on the feeding operation. During that period 
the retail stores, with the biggest market in the large chains of the 
East, increased their retail margin from $7-plus to $11.37 per 
hundredweight, certainly not a handing on of the low price of an 
abundant commodity to the consumer. 

I talked with some 10 small stores in Colorado, although you must 
understand that in the western cattle country people do not always 
eat too much lamb and we are not a great lamb market ourselves in 
terms of percentage consumption. But those that did sell lamb said 
they could not begin to compete with the promotional money spent by 
the chainstores, and they go all out in this area. 

This is a Safeway ad on lamb, and this is January 8, by the way, 
following this December shown on the chart, with lamb chops at 
$1.09—leg of lamb at 75 cents. ‘These prices are higher than they 
were to consumers even in our small Denver market in June. They 
are this much higher statistically, you see, in the East. 

One of our leading sheep buyers in the Denver market asked the 
Safeway manager, Mr. T. W. Henritze, “Why not pass on the sav- 
ings that were available in this abundant crop of spring lambs to 
consumers,” and he received this letter in reply, of which you have 
a,copy there. I think the first two paragraphs are significant. He 
refers to this advertisement showing the sheepmen that they are doing 
a big job of promoting lamb here. And he says: 

I don’t know whether you have noticed the advertising that we are doing on 
lamb in more than 100 newspapers in which we advertise, in the Denver division. 

That is two States, Wyoming and Colorado, and a little bit of the 
western parts of Kansas, Nebraska, and South Dakota. 


I am sending you a copy of our ad of January 8 in the Denver Post. 


And the second paragraph is rather significant, in which the division 
manager of the Safeway chain says: 





We could have made some lower prices on lamb than we did, but it was my 
thought that lowering the price too much now would have a tendency to prevent 
lambs’ advancing—which I know the industry needs very badly. It was this 
thought we had in mind, in making the prices we did. 


Although this is a fine consideration of the producer, the lamb prices 
that he says he could have made some lower retail prices on to the 
consumer, the producer had already taken a loss of $3 to $5 on. This 
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producer would not have any more spring lambs until next spring, 
starting around this December and November and running into the 
next spring. 

Mr. Avery. Mr. Bickel, I regret to interrupt here, but while we are 
still talking about the chart, I observe a little legend on the back of 
that chart that I do not quite understand. As I read this, for pur- 
poses of compiling the chart you have taken the Chicago live weight 
price, the New York wholesale price, and the New York retail price, 
and now this letter. As I get it, what you are directing your remarks 
to was lifted from the conditions around Denver. I wonder if this 
chart, to be really significant—if all of those price indexes should not 
have been selected from the same general economic community to 
really be a true picture of the problem ? 

Mr. Bicxen. Well, you are right, but this point remains. I do have 
the figures here on the increase of lamb in the Denver market, but my 


point—maybe I did not make it very clear—was we are not a big 
consuming market of lamb. 


Mr, Avery. I understand that. 

Mr. Bicxe. And this refers to this ad in our market. And I have 
these prices for a year here which I will get and leave with the 
committee, showing an increase in all of these prices. Of course, the 
Chicago live price was the same as ours approximately. The live 
price of lamb was almost a national figure. 


or. Avery. But why would you go to New York to take this retail 
rice 

' Mr. Bicker. Well, this was done from New York because the De- 
partment of Agriculture had made a careful study of retail prices 
there, and this, frankly, is the only study available. 

Mr. Avery. In New York? 

Mr. Bicker. That is right. 

Mr. Brown. And did you say earlier, Mr. Bickel, that you are in a 
big lamb-producing area and a lot of your lamb goes East? 

Mr. Bicker. Our market is Philadelphia, New York, and Boston. 

Mr. Avery. I can understand that, of course. 

Mr. Bicxet. Yes. 

Mr. Avery. But to have any significance on retail markup and 
processing costs, it would seem to me you would have to take the same 
communities. 

Mr. Bicxex. Yes, I would like to see this nationally. Frankly, we 
ought to do this. 

Mr. Avery. I agree with you. 

Mr. MacInryre. I move that the letter referring to this ad be re- 
ceived in the record. 

Mr. Brown. Without objection. 

(The letter referred to is as follows :) 

SaFeEway Stores, Inc., 
Denver, Colo., January 12, 1959. 
Mr. MIKE Hays, 
Livestock Exchange Building, 
Stockyards Station, Denver, Colo. 


Dear MIKE: I don’t know whether you have noticed the advertising that we 
are doing on lamb in more than 100 newspapers in which we advertise, in the 
Denver division. I am sending you a copy of our ad of January 8 in the Denver 
Post. 
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We could have made some lower prices on lamb than we did, but it was my 
thought that lowering the price too much now would have a tendency to prevent 
lambs’ advancing—which I know the industry needs very badly. It was this 
thought we had in mind, in making the prices we did. 

For your information, we have bought 2,500 head of lamb for this sale 
already, and I think we will buy considerably more. I am in hopes that it will 
influence other merchants to advertise lamb, also. 

The advertising material that we received from the American Sheep Pro- 
ducers’ Council has been a great help, and we are displaying it in our windows 
as well as in our stores. I am in hopes this will be one of the best sales we 
have had, and we will continue to advertise lamb, hoping the wholesale market 
will advance. 

Any suggestions you might have for us will be greatly appreciated. 

Sincerely yours, 
T. W. HENRITZE. 

Mr. Brown. You were saying, as to that letter, that the division 
manager of Safeway said that he could have priced it lower ? 

Mr. Bicxet. This is his letter, yes. I have a photostat of that 
which I will leave for the record, rather than this typewritten copy. 

Mr. Brown. It is significant also—before we leave this chart, Mr. 
Bickel—that the process and retailing market has consistently in- 
creased over this 2-year period. Is that still continuing ‘ 

Mr. Bicxen. This had continued up through April of this year 
which was the end of the season as far as lamb was concerned. 

Mr. Brown. You are speaking of April 1959 ¢ 

Mr. Bicke. 1959, right; Eastertime. Now most of our lamb and 
sheep are on the higher range, you understand. 

Mr. Brown. Go ahead, Mr. Bickel. 

Mr. Bicxe.. Now if we have time, we have a little section here on 
eggs which I would like to bring in on vertical integration in the 
Colorado egg business. 

™ il ; 

Colorado egg producers, like producers in most States, are suffering 
from the lowest prices since the depression days of the thirties. 
Small stores in rural and smaller town areas, once a a 
for ranch eggs, have been forced almost entirely from this business 
by the large chain buyers and vertically integrated egg production 
plants. 

Farm producers and small business handlers that do not own egg 
coolers are being rejected by the chain buyers, and farmers attempting 
to contract for outlets are being told that unless they plan on 5,000 to 
10,000 hens the store is not interested. 

One smaller producer I talked to just before taking the plane the 
other night, talked to on the telephone, 4 years ago had been told by 
the buyer that if he had a plant where he could manage 2,000 hens they 
would contract with him. And he told me that he had been selling his 
eggs at a premium of 2 cents a dozen because he had used their feed— 
and this is an integrated feed plant arrangement tied into a chainstore 
outlet and a separate feed company—and he received his 2-cent pre- 
mium but he reports that at 31 cents a dozen he cannot earn enough 
with 1,800 hens to pay for the feed and the replacement of the hens. 
He made an investment, by the way, of some $15,000 in that plant in 
order to compete in this new, highly competitive industry. 

The figures of the poultry and egg division of the Colorado Depart- 
ment of Agriculture reveal that now costs $5.50 to $7 per laying hen 
to enter the egg production business. : 
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The Safeway Stores, Furr Food Stores, King Super Markets, and the 
United Dairies all maintain wholesale egg plants in Colorado—and 
these are all large chains—in competition with small business firms 
now being pushed out of this field. 

The National Tea Co. maintains an advantageous position in the 
egg field through contractual arrangement with a new $2 million egg 
factory, the Columbine Poultry & Egg Farm, just recently constructed, 
and part of its facilities under construction. This is designed to pro- 
duce 210,000 eggs a day, or a supply equal to more than 12 percent of 
the total State consumption of eggs at the present time. 

This company is the result of the integration of a feed company, a 
meat and poultry packer, and a large chain outlet by contract for eggs 
produced. 

I have here attached some press clipping photostats from the Farm 


Journal and the Denver Post on this company that give in better detail 
than I could what it is all about. 


Mr. Brown. Is this plant in operation ? 

Mr. Bicxex. It is in operation now—about halfway completed. 

Mr. Brown. About 100,000 eggs a day of the 200— 

Mr. Bicxet. Yes; I think 78,000 they reported they were producing 
already. Of course, it is obvious what it can do from this article 
from the Farm Journal: “Denver’s eggs—all from one farm?” 

(Press clippings and egg price survey follow :) 





[Farm Journal] 
DENVER’s Eaccs—ALL From ONE Farm?? 


Out on an 80-acre farm 35 miles northeast of Denver is the beginning of 
something that egg raisers everywhere will watch with keen interest. 

Will it point the way the egg business in this country is headed, or won’t it— 
that’s the question. 

If plans fully materialize, it will be the largest egg-producing plant in the 
West, possibly in the whole country. 

It’s a $1 million corporation with plans to produce 210,000 eggs a day or 17,500 
dozen, from 300,000 hens. 

One 7,000-hen building is already filled with hybrid pullets producing eggs. 
A second house is more than half filled, and a third completed and ready for 
the birds. And at this point the plant manager, Gail Rees, formerly with a 
hybrid poultry farm at Des Moines, Iowa, is caring for all of the birds with 
only one man’s help. 

Each of the “egg factories” is a prefab, solar-heated Mackenzie-type building, 
40 by 212 feet. 

Time clocks turn on automatic feeders for 15 minutes each hour in daytime 
and while the lights are on. There are automatic waterers, exhaust fans con- 
trolled by thermostats, mechanical cleaners in dropping pits under the roosts 
and roll-away nests. 

The three major stockholders in the corporation, called Columbine Poultry 
& Egg Farm, are J. A. Sharoff, for 30 years a poultry and egg distributor in 
Denver; Freeman Pepper, a Denver meatpacker; and Herschel Katchen, head 
of a feed company. 


1Nine such plants, as described above, can produce all eggs needed in Colorado and 
maintain complete monopoly. Two are now in operation. 
— Tea Co., through contract, is securing almost total supply from the above 
plant. 
This integration is forcing hundreds of family farm egg producers out of business and 
ceriougy hurting many wholesale egg dealers and independent merchants now engaged in 
uying eggs. 
Total Colorado consumption of eggs in 1958, 54.000,000 dozen. 
Total eggs to be produced in above integrated plant, 6,539,570 dozen. 
This equals 12.1 percent of the total State consumption. 
Source: Colorado Department of Agriculture, Poultry and Egg Division. 
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Sharoff, president of the corporation, tells Farm Journal that this enterprise 
is a long-time ambition of his to “mass produce eggs of uniform size, shell color, 
yolk color (lemon or light yellow) and constant superior quality in every way.” 


Two DENVER Firms To INVEST $2 MILLION IN AUTOMATED SUN-HEATED “EGG 
FACTORY” 


(By Dick Prouty, Denver Post staff writer) 


Egg money isn’t the few coins the farm wife drops in the sugar bowl. Not 
any more. It’s high finance and big business—big enough to tempt two Denver 
firms to invest $2 million in an “egg factory.” 

Already more than $250,000 has been invested in chickenhouses, hens, feed, 
automatic equipment on an 80-acre farm north of Keenesburg by the Mountain 
States Mixed Feed Co. and J. A. Sharoff & Co., Denver wholesale poultry and 
egg distributors. 

SOLAR-HEATED HENNERY 


At their Columbine egg farm the two firms have erected three solar-heated 
henhouses and plan to build five more. ; 

Each unit houses 7,000 hens and is equipped with laying cages, automatic 
feed and water dispensers, temperature controls and egg-collecting facilities, 
Each costs about $55,000. 

There are 21,000 hens now in production. By late summer the total will be 
56,000. And that’s just the beginning, although the farm is already the largest 
single egg-producing unit in Colorado. 

If all goes according to plan, between 35 and 40 henhouses containing up- 
wards of 245,000 layers eventually will be supplying Colorado consumers with 
215,000 to 220,000 eggs daily. 

The farm is being run by Freeman Pepper of Pepper Packing Co., Denver, 
the parent firm of Mountain States Mixed Feed Co.; Herschel Katchel, general 
manager of the feed firm, and J. A. Sharoff. 

“We're producing eggs of a kind which few Denverites have been getting * * * 
fresh eggs. Two days after they’re laid, our eggs will be in stores and restau- 
rants—something that most producers and distributors can’t claim,’ Katchel 
said. 


80 PERCENT SHIPPED IN 


Sharoff, a 30-year veteran of the egg and poultry business, estimates that 
80 percent of the eggs sold in Denver are brought in from other States, particu- 
larly Iowa, Kansas, and Nebraska. 

While the Columbine egg farm is in operation to make money with eggs, there 
is more to it than that. It has considerable significance in the mid-20th cen- 
tury agricultural picture. 

Its very bigness reflects the trend toward factory-type mass production in 
agriculture. Its mechanization is indicative of increasing automation. Spe- 
cialization, maximum utilization of byproducts and the huge capitalization neces- 
sary even to start such a venture are a striking contrast to the traditional 
“family type farm.” 

CONTRACT FARMING LINK 


The Columbine egg farm is an instance of vertical integration by combining 
production with feed and distribution agencies. It is also a link in the chain 
of contract farming. 








296 SMALL BUSINESS PROBLEMS IN FOOD DISTRIBUTION 


Eecs By AUTOMATION—250,000 LAyING CHICKENS GOAL OF KEENESBURG, COLO., 
FARM 


(By Dick Prouty, Denver Post staff writer) 


The trends of automation, vertical integration, and contract farming in Amer- 
ican agriculture all have roles in the operation of Colorado’s largest and still 
expanding egg farm a mile north of Keenesburg. 

The Columbine egg farm has 21,000 hens laying some 15,000 eggs a day. By 
late summer there are to be 56,000 hens laying nearly 40,000 eggs daily. Even- 
tually upwards of 250,000 chickens will be laying 210,000 eggs daily, according 
to the owners. 

In this mammoth operation feeding and watering is done by automatic equip- 
ment. 

Vertical integration is evident in the source of feeds, distribution of the eggs, 
and utilization of byproducts by the farm’s two parent firms, the Mountain 
States Mixed Feed Co. and J. A. Sharoff & Co., Denver poultry and egg 
distributor. 

Contract farming is found in the source of new and replacement layers being 
raised by many small farmers. 

HEATED BY SUN 


The henhouses, each with 7,000 layers, were designed to require minimum 
labor operating costs and maintenance. They are heated by the sun’s rays 
coming through thermopane windows lining the south side of the block-long 
building and by the birds’ body heat. 

Even the chickens’ droppings are removed by machinery. The droppings may 
become a profitable byproduct of the enterprise, which has plans for drying, 
granulating, and sacking them for sale as fertilizer. 


HAND COLLECTION 


The one job not done by machinery is egg collecting. That is done by hand. 

The eggs are laid in slightly tilted cages which run the length of the building. 
When an egg is laid the hen normally shifts her position a little. As she does 
the egg rolls away from her and into a collecting trough. 

The eggs begin to cool immediately, enhancing their quality and preservability. 
They are not susceptible to being soiled or subject to breaking by the hen’s 
movements. 

Ventilating fans turned on and off by automatic thermostats cool the house 
when temperatures rise above the 45° to 55° level. There are no heating units. 
In summer the fans keep the insulated buildings from becoming too warm. 

A special feed mixture supplied by Mountain States Mixed Feed Co. is kept 
in two 16,000-pound bulk tanks outside each house. It is released and conveyed 
into the feeding troughs automatically by preset clock mechanism. Water is 
supplied in a similar way. 

At Columbine about 90 percent of the eggs are collected clean and ready for 
Shipping. The others have to be washed in 100-degree water for 2 to 3 minutes. 

Eggs are collected four times daily. The clean eggs are packed directly 
into shipping cases; the soiled ones are put into plastic racks for washing. 
Then they go into a room-sized cooler. 

Daily at 6 a.m. the eggs are removed from the cooler and trucked to the 
A. J. Sharoff Co. in Denver, 

Eggs collected at 4 a.m. may well be bought by the housewife in a Denver 
store that afternoon, the owners Say. 

“Handling is the most important factor in getting quality eggs,” Herschel 
Katchel, general manager of Mountain States Mixed Feed Co., said. “Getting 
the egg away from the hen immediately helps to produce a superior egg. And 
breakage ceases to become a factor in our operation.” 
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PRICES GUARANTEED 


The farm gets its layers by buying day-old chicks and contracting with farmers 
to raise them until they are 24 weeks old. Under the contract the farmer gets 
a guaranteed price for each hen. 

Feed for raising the hens is supplied by the feed company. The vaccinations, 
debeaking, and general supervision of the operation is also done by the company. 

As the Columbine operation grows, egg candling, inspection and grading 
facilities are to be set up on the farm. These operations, as well as placing the 
eggs in one dozen size cartons, are now being done in Denver. 


CopE FOR WHOLESALERS 


(Egg price survey, March 25, 1959) 


1 Sharoff 11 Thode’s 

2 Toners 12 Lamar Produce 

3 Moss Bros. 13. Universal Egg 

4 Safeway 14 Denver Poultry 

5 King’s 15 Furr Foods, Texas 

6 Worthmore 16 Northern Egg Co. 

7 St. Clair 17 Salyn 

8 Schoenberg 18 Schipper 

9 Kesler’s 19 Rhodes Ranch Eggs 
10 United Dairies 

CopE FoR RETAILERS 
(Egg price survey, March 25, 1959) 

1 Alameda Poultry 21 Romers Market 

2 Andrews Grocery 22 Safeway 

3 Brentwood Meat Market 23 ~Siegal’s Grocery 

4 Byrd’s Food Center 24 School’s Grocery 

5 Busley Bros. 25 Scott’s Market 

6 Columbine Grocery 26 Shaver’s Grocery 

7 Dairy Best Creamery 27 Super Saver 

8 Dolly Madison 28 Swiss Dairy 

9 Danny’s Market 29 T-Bone Market 
10 Furr Foods 30 Taylor’s Grocery 
11 Glenn’s Market 31 Tommy’s Grocery 
12 Golden Charm Dairy 82 Town and Country Market 
13 Harvard Super Market 33 Uptown Food Market 
14 Hughey, Sam 34 V&M Creamery 
15 King Soopers 35 Vetesk Grocery 
16 Miller’s Super 86 Warren Grocery 
17 Manor Creamery 37 Miller’s (2d outlet) 
18 Moss Grocery 38 Furr Foods (2d outlet) 
19 Mill’s Grocery 39 Piggly Wiggly (2d outlet) 


20 Piggly Wiggly 
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Egg price survey made by Poultry and Egg Section, Colorado Department of 





Code number 


Wholesaler 
(or pro- 
ducer) 


Retailer 
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Agriculture Mar. 25, 1959 


Wholesale Retail 
Grade Total 
and size | Paying spread 
price Selling Spread Selling Spread 
(Market price price 
News) 

XLA $0. 29 $0. 43 $0. 14 $0. 65 $0. 22 $0. 36 
MA 24 38 .14 . 55 oar 31 
SA . 20 .35 15 48 13 - 28 
LB -23 38 15 49 Pe . 26 
LA 25 . 42 «ae . 54 -12 29 
XLA . 26 - 43 ae . 61 18 35 
LA 25 41 -16 . 55 .14 . 30 
MA 23 . 42 19 . 55 -13 - 32 
LA 25 -41 .16 . 53 .12 . 28 
MA 23 39 -16 . 53 14 . 30 
MA 23 39 .16 51 12 - 28 
LAA yy’) . 51 22 . 63 -12 34 
LB 22 35 13 . 39(Sp) 04 ole 
LA . 26 .41 15 49 . 08 23 
LAA -29 - 51 22 . 63 -12 34 
MAA a h) wie 23 . 52(Sp) .05 - 28 
LA . 26 42 . 16 48 . 06 -22 
LA . 26 .39 13 49 .10 .23 
LAA -29 . 55 . 26 . 76 ey | 47 
LAA . 30 45 15 54 .09 24 
ELA 26 44 18 . 53 09 27 
LA . 26 39 13 47 . 08 . 21 
MA .24 .37 13 45 .08 . 21 
LAA .3l - 50 19 . 60 .10 29 
MAA 25 -46 a . 56 10 31 
LAA 3} 53 22 . 65 12 .34 
MAA 27 - 51 24 . 63 | 12 . 36 
LA 25 . 38 .13 . 39 (Sp) .01 14 
MA 23 39 .16 .5l 12 . 28 
ELAA .3l . 53 -22 . 64 ms -33 
LAA 29 . 48 19 . 59 ll . 30 
LA . 26 . 43 oT 43 -10 .27 
S Chex .16 .20 .09 . 33 - 08 .17 
LA . 26 .39 13 .49 -10 -23 
MB .20 32 12 . 43 ois 2 
LA . 26 39 -13 .49 .10 . 28 
| LAA .3l . 55 . 24 79 24 . 48 
LA - 26 52 - 26 . 64 ol2 - 38 
LAA .3l .47 16 . 52 - 05 21 
MAA oad 44 ae 49 ~05 22 
SAA . 20 30 15 40 05 .20 
LAA .3l .48 E an . 56 - 08 . 25 
ELA .31 44 E .13 - 52 - 08 -2t 
LA 27 42 E 15 . 50 - 08 -23 
MA . 25 .38 E 13 . 46 . 08 2h 
LB . 24 40 E .16 48 . 08 24 
LAA .3l - 55 24 . 65 .10 34 
LA . 26 .41 15 49 - 08 -23 
MA -23 . 40 aa 47 .07 . 24 
SA . 20 .3l ian .39 . 08 -19 
LAA . 30 . 48 18 . 56 - 08 . 26 
LA . 26 . 42 .16 . 50 . 08 . 24 
MA . 24 .41 ome 49 . 08 . 25 
SA 22 . 33 ll 41 . 08 .19 
LA . 26 44 .18 . 51 07 . 25 
LAA . 30 .49 19 . 61 12 .31 
MAA . 26 45 19 - 55 .10 .29 
SAA .23 .3l . 08 39 . 08 .16 
LA . 26 .39 13 48 09 - 22 
LAA . 30 .47 cee - 56 .09 . 26 
MAA 25 44 -19 . 53 .09 28 
LA . 26 . 44 18 . 51 07 - 25 
MA .24 . 40 16 48 . 08 .24 
LAA .29 - 52 21 57 .05 - 26 
LA . 26 .41 15 . 52 ll . 26 
MA 24 . 40 16 50 -10 - 26 
MAA oad 45 18 . 53 . 08 . 26 
LA . 26 .39 13 47 . 08 al 
MA 23 .37 14 .45 . 08 -22 
ELA . 28 . 44 16 . 53 09 25 
LAA | . 30 45 15 . 54 . 09 24 
LAA .30 45 15 . 56 ll - 26 
LAA | ‘31 49 | 118 | 159 “10 28 
LA . 26 . 40 -14 . 50 -10 24 


See footnote at end of table. 
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Egg price survey made by Poultry and Egg Section, Colorado Department of 
Agriculture Mar. 25, 1959—Continued 





Code number Wholesale Retail 
Grade Total 
Wholesaler | and size | Paying spread 
Retailer (or pro- price Selling Spread | Selling | Spread 
ducer) (Market price price 
News) 
$0. 39 $0.15 $0. 49 $0. 10 $0. 25 
.48 om . 62 .14 -3l 
45 20 . 58 -13 .33 
45 17 . 65 -20 37 
50 20 . 69 .19 .39 
. 38 12 - 59 21 33 
. 36 13 - 57 21 34 
- 40 14 - 58 18 . 32 
38 14 - 51 13 -27 
46 15 -70 24 .39 
- 50 20 70 20 40 
- 48 17 . 60 12 -29 
43 16 - 55 12 . 23 
- 53 22 - 65 12 34 
49 22 - 59 10 .32 
-43 20 .49 06 . 26 
-42 a . 63 21 . 38 
. 38 .13 .48 10 23 
- 45 15 - 55 10 25 
.48 18 . 59 ll .29 
46 -16 . 59 13 .29 
38 oka 43 . 05 17 
43 14 . 59 . 16 - 30 
38 13 .49 ll 24 
Oe MM eccaascas . 1096 . 2748 





1 Producer. 
Note.—These prices represent sales to 39 retail outlets from 19 wholesalers and 5 producers. 


Mr. Bicxe.. Our total egg consumption is about 54 million dozen, 
and the total eggs to be produced in this above plant would be 6,539,- 
570 dozen. This is 12.1 percent. 

There is a second such plant underway, only they are housing the 
chickens in the old Armour plant in Denver. So this was a packing 
plant built back at the turn of the century, out of date, and they have 
replaced this now with cages for hens and have a factory there. So 
actually we have an estimated 20 percent of the total State’s consump- 
tion of egg production capacity in two hands right now, you see. 

Mr. Brown. Tell me, in that egg factory, which is what it is, do 
they run it like a factory, do they pay the minimum wage to the 
employees ? 

Mr. Bicker. They do not have union labor even in this new one. 
This is new, and they have hired farmers who are hard up to come in 
and work so far. 

Mr. Brown. Do you know anything about the going wage rate? 

Mr. Bicxeu. No, sir, l am sorry Ido not. I would be glad to find 
out and supply that information. 

Mr. Brown. I think the committee would like to know. 

Mr. Avery. I would like to ask a question on that same subject. 

I notice the Mountain States Mixed Feed Co. was one of the inves- 
tors in this particular firm. Are they the preceaninent and control- 
ing interest in this particular installation? I do not see the name 
appear. 

' r. Bicxen. They areabigone. The other one is Freeman Pepper, 
the owner of the Pepper meat packing plant in Denver. 
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Mr. Avery. There is no feed company involved in that to your 
knowledge? 

Mr. Bicxet. In Mr. Pepper’s operation ? 

Mr. Avery. Yes, sir. 

Mr. Bicxet. Yes, I think he also has interest in the Mountain 
States Feed Co. 

Mr. Avery. All right, I see. 

Mr. Brown. You say a regional feed company, or is it affiliated 
with national 

Mr. Bicxex. I cannot answer. It has several elevators, but I do 
not know how wide it is. 

Mr. Brown. It is not owned by one of the better known national 
firms ? 

Mr. Bicker. No, sir. 

This chart that follows the press clippings on the egg price survey 
indicates merely—and I believe I have written about it on page 8— 
this is an egg price survey made by the State Department of Agri- 
culture recently. They have become worried about what is happen- 
ing so. they made this check and they found out that the retail markup 
on eggs in Denver was better than 16 cents a dozen. They had a 
figure from the Department of Agriculture that the national average 
markup on eggs was only 18 cents a dozen, both at the retail and 
wholesale level. 

The survey revealed that in the case of Safeway, for example, 
Safeway acting as a wholesaler—and by the way, on the numbers on 
that chart, to simplify it for you, Safeway the retailer, is No. 22 
down there and Safeway, the wholesaler, is No. 4. This code, that 
the State department of agriculture used, sets them up that way. 

So Safeway, the wholesaler, No. 4, if we might take large A eggs, 

urchased large grade A eggs for 27 cents a dozen from thhe farmer, 

it sold those eggs to Safeway, the retailer, for 42 cents realizing a 
15-cent markup. Safeway, the retailer, was then able to sell those 
eggs at an 8-cent retail markup which was less, you see, than the 
small independent was able to sell them for at retail. 

The same case is true with the Furr Foods Co., the second largest 
chain operating in Denver, who on the same day purchased, as a 
wholesaler, its eggs, of the same grade, for 26 cents from the pro- 
ducer, also selling them in turn to Furr Foods, the retailer, for an 
18-cent per dozen wholesale markup, and Furr Foods, the retailer, 
sold these eggs to the consumer for an additional 7 cents per dozen. 

Safeway and Furr Foods, paying themselves as wholesalers an av- 
erage of 1614 cents per dozen above the farm price, were able to re- 
tail these eggs at an additional 714 cents for a total spread above the 
farm price of 24 cents per dozen. 

Eighteen independent retailers surveyed on the same day, having 
aid an average of 15 cents wholesale markup above the farm price 
or their eggs, found it necessary to set their retail price at 26 cents 

per dozen above the farm price, or, 52 cents. While the two chains 
surveyed were able to realize a total markup above the farm price of 
24 cents per dozen, they were able to sell to the consumer at 2 cents 
per dozen less than the independents who were able to realize only 
the retail markup of but 11 cents per dozen for their whole function 
in the handling of eggs. 
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This, I believe, all the way down through on a price sampling, re- 
veals the advantage when integration makes possible to large chains 
operating at both the wholesale and retail level an advantage im 
price that the independents just cannot compete with. 

I believe this effect on consumer we mentioned over there. 

And I have one bit more I can do very briefly on the Colorado 
produce market if I may. 

Produce growers and small businessmen engaged in the handling 
of 





Mr. Brown. Excuse me, before you go on, Mr. Bickel. Let’s first 
analyze this egg thing a little bit. 

The figures given by the Department of Agriculture show that 10 
years ago when the consumer paid 50 cents a dozen for eggs the 
farmer’s share was roughly 40 cents. Now that was a national av- 
erage. Last year when the consumer paid 50 cents a dozen the farm- 
er’s share was 30 cents, and the spread had doubled. Now the na- 
tional average right now is that the farmer’s price is roughly 65 to 67 
percent of the consumer price, meaning that the markup would be ap- 
proximately 13 cents on a 27-cent dozen of eggs at the farm price 
level. Now I notice in the survey conducted by the Colorado De- 
partment of Agriculture that the wholesale spread alone is 15 cents. 

Mr. Bicker. On’ that one grade. It averages 1614 cents on all 
grades; yes. 

Mr. Brown. Is that a historical proposition in Colorado? 

Mr. Bicxei. Apparently it is. This is out of line in terms of the 
national average. We are an egg-deficient State, I understand, and 
still ship some in. 

Mr. Brown. So in your State the practice right now is that when 
eggs are bought from the farmer at 27 cevits, the consumer pays 
roughly 50 cents, or almost twice the farm price? 

Mr. Bicxeu. Actually, if you take the average of all grades he does. 
It is 26.64, and the consumer pays 27.48, so it is over a 100-percent 
spread. 

Mr. Brown. What are these handlers doing with these eggs that 
entitles them to twice as much money? They are packaged the same 
way they were 10 years ago, aren’t they ? 

Mr. Bicxet. They have one other legal requirement which out of 
fairness to them should be mentioned. They have to candle them. 
But that is done by large machines which handle eight cases at a time, 
and this is a comparatively simple process. One minimum-wage-per- 
hour girl does this in a few minutes. 

Mr. Brown. Now iscandling a new operation ? 

Mr. Bicker. No. The old country grocery used to do it with a 
candle and a couple of eggs and a cigar box. 

Mr. Brown. I candled eggs when I was 12 years old, and that has 
been going on quite a long time, so that really isn’t a new expense in 
the last 10 years, is it? 

Mr. Bicke.. They have mechanized it to speed it up, but in the long 
run it is a saving to them. But that is the only element in the mar- 
keting of eggs that has changed. There is a little fancier package, 
but I donot have the price on those. 

Mr. Brown. Just one point and then I will yield. 
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It would appear that whatever the farm price is in Colorado, at 
least, the wholesaler is going to add on 15 to 16 cents. Is that a fair 
statement ? 

Mr. Bicker. Well, this sampling, although it is limited to 1 day, 
this is a good day because it was a day before Easter when there was 
quite a volume on the market, bears that out and I am sure a sampling 
of any other day would follow through. The State department has 
said the average markup at the wholesale level is very high continually. 

Mr. Brown. Well, just to summarize this very fine survey that was 
made, it shows definitely that the retail store operators, the super- 
markets, did not give the consumer the total benefit of the reduced 
farm price, did they ? 

Mr. Bickeu. It shows they gave him none, really. 

Mr. Brown. They did not give them any of it in Colorado? 

Mr. Bicxen. That is right. 

Mr. Brown. Now [ yield. 

Mr. Avery. Mr. Bickel, does Colorado have an egg-grading law? 

Mr. Bicxen. Yes. 

Mr. Avery. How long has it been in force? 

Mr. Bicxen. I cannot answerthat exactly. [amsorry. But I would 
say it has been in effect for 7 or 8 years. 

Mr. Avery. Probably within the last 10 years, wouldn’t it be? 

Mr. Bicke.. Yes. 

Mr. Avery. I think that is a general practice «ll over the country. 
I do not know whether that could justify the increase in processing 
cost, but certainly it would contribute to a portion of it. 

Mr. Bicxex. It would be a factor. The worst effect of that law has 
been, again, on the small operator because he has had difficulty having 
one more legal requirement on his function, and this has meant. very 
little to the big operator. 

Mr. Avery. In Kansas the egg grading law passed 4 years ago 
required the investment of a substantial sum of money to meet the 
minimum standards set out in the law for a buyer of eggs. And, as 
you point out, the small operator could not justify an investment to 
that extent, so it had the end result of just forcing him out of business. 

Mr. Bicxen. This dual requirement that growers were telling me 
about the other day, that Safeway is now saying you must have a 
cooler, this is not too expensive, but it is between $500 and $1,000, 
which is something that will eliminate a lot more of the smaller 
farmers that just cannot afford that. 

Mr. Avery. One more question. Is door-to-door peddling of eggs, 
so to speak, by nearby farmers a common practice in Denver ? 

Mr. Bicxst. It is increasing a little bit. We buy ours that way, 
incidentally. It is increasing just as a matter of survival technique, 
yes, 

: Mr. Avery. Survival by the smail producer, you mean ? 

Mr. Bicke.. Yes. 

Mr. Avery. What about his price? Does he pay much attention 
to the Safeway price that you show here? 

Mr. Bicxen. No; he is a little under it. Of course, this makes pos- 
sible his selling. Apparently he is combining this wholesale and 
sc ae and handing some of that on to the consumer to compete 
with them. 
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Mr. Avery. So really Safeway does not have a monopoly, or none 
of the chainstores have a monopoly, on the egg market? There is 
competition ? 

Mr. Bicker. That is right. We are not as worried about Safeway 
as we are National Tea with the tieup in this new egg plant. And any 
additions in that field would tend very rapidly to complete monopoly 
in the field. 

Mr. Avery. How about your milk distributors, do they also have 
eggs available on their retail routes¢ Or do you have retail routes in 
Denver ¢ 

Mr. Bicker. Yes; on milk—no, very few have. This is a possi- 
bility, but they haven’t now that I know of. 

Mr. Brown. I notice in going over this egg price survey some more, 
and just picking at random, that here is a wholesale spread of only 
9 cents, where some of the others were getting 24 and 17 and 19 cents. 
Am I correct the code number on that is No. 1 and that is Sharoff 
listed as the wholesaler ? 

Mr. Bicker. Yes. 

Mr. Brown. Is Sharoff an independent wholesale egg dealer out 
there? 

Mr. Bicxen. He is a big wholesaler who is a co-owner of this new 
vertically integrated plant. Does this show up just in one case here 
on this price ? 

Mr. Brown. No; that wasa particularly low one there. 

Here is another one, a 13-cent markup, and the code number on that 
wholesaler is No. 6, and that is Worth More. Is that an integrated 
operation ¢ 

Mr. Bicket. One to six to the Columbine Grocery. The Columbine 
Grocery is not, sir. The Sharoff wholesaler is. 

Mr. Brown. No, I skipped around on your chart. Is wholesaler 
No. 6 code, which is Worth More—right ? 

Mr. Bicxen. Yes. 

Mr. Brown, And the sale was to No. 11 code, which is Glenn’s 
market ? 

Mr. Bicker. No; there is no explaining that with any knowledge 
I have. 

Mr. Brown. That was a 13-cent markup or at 25 cents a dozen— 
wholesale price 38, and the retail price of 39 on a special. Now there 
was an independent operator who passed along a little more than 
what the consumer had coming actually ? 

Mr. Bicxex. Yes. 

Mr. Brown. But I should point out that is one of only three specials 
listed in the whole survey. 

Mr. Bicxet. And those by independents. 

In our produce market—and I can cut this very short—a similar 
thing is happening on vertical integration. Produce growers and 
small businessmen engaged in the handling of potatoes and other pro- 
duce in Colorado are facing many equally grave problems of integra- 
tion of the wholesaling and processing functions of their operations 
under the control of large-scale retailers. 

The integration by the same large-scale retailers of even the farmer 
eee phase of the produce business in some Western and 
Southern States through corporate farms is now enabling them to 
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competitively use the production from corporate farms in such States 
as California and Arizona to depress producer prices in States that 
have not yet succumbed to corporate farming. 

We feel, sir, we have waged rather a battle against corporate farm- 
ing. We have even introduced legislation against g giant combines in 
agriculture. We have not been successful in passing any but it has 
at least had the effect of the activities of the bills being introduced. 

However, a potato produced on a farm with imported cheap labor 
in California, in one of those large acreages, has just the same effect 
as if it were produced on a corporate farm in Colorado. And the 
freight rate seems to have done very little toward stopping the dump- 
ing of California produce on our market. 

This little chart that concludes my statement here, on produce 
shipped to Colorado—for the sake of brevity, we just might take the 
potatoes. Our early potatoes in Colorado come on the market between 
August 1 and August 9 or 10, usually. Between the week of August 

1 and August 9 the Denver market alone had 42 carloads—that aver- 
ages 400 to 450 bs igs of potatoes a car—dumped on the Denver market 
from Oregon, Idaho, and California. A combination of factors, but 
this being the main one, succeeded in depressing the price to our pro- 
ducers, »nd we have many small businessmen in the handling of pota- 
toes. It depressed the producer price of No. 1 potatoes to 28 percent 
of parity, actually 70 cents per 100 pounds. It costs about $1 to $1.25 
to produce 100 pounds of potatoes. It depressed the price of No. 2 
potatoes, No. 2 grade, to 14 percent of parity in the Colorado market 
on all our early potatoes. The large retail chains, according to our 
Department of Agriculture, were the largest importers of California, 
Washington, Oregon, and Idaho potatoes. 

(The chart referred to above follows: ) 





Produce shipped into Colorado which exert a price-depressing effect on prices 
paid {o Colorado farmers (Denver market) 


Charts reveal heavy dumping of potatoes just as Colorado early potatoes came 
on the market. The same pattern is revealed for peaches and tomatoes. 














Month Potatoes | Lettuce | Peaches |Tomatoes} Apples 

SI Fo ha on chsh dene nwadscecddbpasensatedad 88.1 80.8 25.3 
September 1958 : 43.7 49.6 52.5 
SS ee 56.3 58.6 30.2 
November 1958_- 36. 4 39.0 41.0° 
December 1958- 30.4 42.5 77.2 
January 1959__. oe ae 42.0 40.3 48.8 
Pevruery 1900. .................- 40.5 41.0 65.9 
March 1950............<.. gation seeecussedenes acckes 62.5 52.6 68. 7 
EI eianittds tata dnewcde anh aawnnwcncwadecoes 82.5 70.8 72.0 

month total................ ssc aladoceded tr taba | 482. 4 844.9 80.6 475. 2 , 4 481.6 


















1 Potato prices in Colorado in August 1958 were driven to 70 cents per hundredweight, to the producer of 
U.S. No. 1 potatoes (28 pe reent of parity). 


Between Auz. 1 to 9, the week early Gilchrist potatoes came on the Colorado market, large chains shipped 
42.4 carloads of potatoes into the Denver market helping break the price to all local growers. 
Average freight on potatoes shipped into the State, 90 cents per hundredweight. All figures are in carloads. 


Source: Fruit and Vegetable Reports, USDA, Denver, Colo. 


Mr. Brown. Mr. Bickel, this is a very comprehensive report, and I 
would judge that it is the most extensive growth of integration on a 
widespread basis that I have seen—and peculiar maybe ‘to your sec- 
tion of the country. Do you feel this is a pattern that is going to be 
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followed in the food distribution industry more and more in the 
future ¢ 

Mr. Bicker. This is a matter of personal observation and maybe 
lacks validity of fact, but from my own observation of the movement 
of the chains east, Safew ay, I think in their own press releases, says 
that they are growing very rapidly because the West is grow ing very 
rapidly. They started, as you know, originally in Oakland and have 
moved east. And I think maybe we are a part of the country where 
the western integrators and the eastern integrators are coming head- 
on, so we feel this in a little clearer perspective. Because National 
Tea moving that way, and Safeway moving east, we are in an area, 
and a rapidly growing population area, where this seems to be mov- 
ing just so much faster than anyone realizes and it is very discour- 
aging to producers and small business people. 

“Mr. Brown. If it does spread, and if it reaches a point where to 
remain in the food distribution field you have to own practically 
every facet of the business from the hoof and the fowl right on 
through to the consumer, the dominant economic force will be the 
distributor; is that right ? 

Mr. Bicxet. The retail distributor? 

Mr. Brown. That is right. 

Mr. Bicxen. Yes. We have some quotes here from economists who 
say that he will, speaking in general as the chainstore, prescribe the 
feeding of livestock, the time livestock comes to the market, or the 
whole thing, with the farm producer merely being a pieceworker on 
his own farm. The American Stores have done this already. 

One good example we would like to cite is Everett Marshall, who 
is quite a feeder, and the former world heavyweight wrestler, who was 
a farm boy from southern Colorado. Everett’s operation now in the 
feeding of cattle is by contract with the American Stores. They buy 
from his farm what he produces in the way of feed, and then they 
prescribe the formula for the feeding of the cattle, the medical care, 
and they send their veterinary out, and so forth, and they pay him 5 
cents per, head per day for the fattening of the cattle. Everett has 
told me personally that he knows he is hurting others because this 
process has helped eliminate many small feeders in the Arkansas 
Valley, but it is a matter of his personal survival, or trying to save 
his own place. You cannot blame him for that. Even he objects, as 
most.of those do. 

But this is the retail outlet saying, “This is the way we handle this 
entire operation.” 

Mr. Brown. The ultimate point of decision has to be the point of 
penemaee, It can displace space or deny handling the product be- 

cause they represent the point of distribution. So, therefore, they 
have the economic force. 

Now in order to integrate all these functions it takes an awful lot 
of money, so, therefore, ‘do you see it following a pattern of other eco- 
nomic forces combining, such as feed companies and, well, hatcheries 
in the case of poultry and so forth, in order to put together that money 
necessary for the huge integrated operation } 


Mr. Bicxen. I do not think I quite understand your question. I 
am Sorry. 
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Mr. Brown. Well, for instance, let’s take poultry. This big inte- 
greated egg plant was put together by Freeman Pepper of the Pepper 
Packing Co. That is one economic segment of this industry. And 
then Mountain States Mixed Feed Co. went in, and some investors and 
a marketing company. 

Mr. Bicxen. Yes. 

Mr. Brown. Sharoff. Now do you see that pattern being followed 
in this integration? In other words, the retail store would not neces- 
sarily have to own and operate all these things, he could own a part 
of them and have access to all the supplies; is that right ? 

Mr. Bicker. Actually, the contract for the supply could be more 
lethal to free enterprise and independence than the ownership, because 
then, as in the case of Everett Marshall, he has all the risk and the in- 
vestment of maintaining the feedlot, which the American Store uses. 
Of course, per head, they pay him 5 cents a day for fattening his cat- 
tle. He has all of this risk. This could be even worse by contract be- 
cause then they would never get inte the ownership of the land and the 
resource for production. This I think they are quite willing to leave 
with the farm producer with all its risk. 

Mr. Brown. Of course, that takes an awful lot of money, to own 
the land and fixed assets. 

Mr. Bicxe. Yes; this is a real risk. Some of them have actually 
backed out of land ownership when they could arrange this by 
contract. 

Mr. Brown. Well, now, I have noticed that the proponents of inte- 
yration—and there are many—look at all the advantages, and there 
are some advantages to integration, but they do not like to think very 
much of the disadvantages. Now if this operation is to be turned 
into a factory, this matter of food production, then do you see any 
reason why Mountain States Feed Co., Sharoff, and the Pepper Pack- 
ing Co., should not pay the farmer, who is actually handling these 
laying hens for them, as much as they pay the janitor who sweeps 
out the feedstores or the produce plant ? 

Mr. Bicxeu. If the farmer becomes merely a wage earner as such, 
you mean ? 

Mr. Brown. Yes. 

Mr. Bicxet. Certainly, and certainly a high minimum wage. They 
are not at this stage, as I testified. 

Mr. Brown. So actually they are claiming that one branch of the 
factory operation is an agricultural operation and the processing is 
an industrial operation? Is that what the claim is today ? 

Mr. Bicken. Yes; this division and 

Mr. Brown. Well, that is a natural situation that won’t go on for- 
ever—will it? 

Mr. Bicker. A two-price system, actually. And this even goes 
a step further and exploits the farmer’s family and his children where 
he has to use the entire family as pieceworkers, as the old textile 
families, to make a living. This makes it even more serious, but pro- 
vides even more cheap labor for the vertical integrated factory operat- 
ing on that type of a labor setup. 


Mr. Brown. Do you see that as a climate that might lead to some 
labor troubles on a broad scale? 
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Mr. Bicker. Not only labor troubles, but if free enterprise means 
anything, it seems to me it certainly means freedom of opportunity 
for the small operator to pursue and make his livelihood in these 

various businesses as we have known them. Now if we must lie 
down and allow bigness to take over merely because we have developed 
a worship of bigness—and incidentally, at this point I think our 
land-grant colleges could be far less subservient to this philosophy, that 
bigness is all good, and a little more concerned with how we keep 
freedom dispersed and opportunity available to small units of pro- 
ducers, whether they are farmers or small business people. And I 
think we lose more even on that score than on merely possible labor 
trouble because there you have bargaining power once these become 
merely labor functions. 

Mr. Brown. One final question before I turn you over to my col- 
leagues here. 

What should Government do about this? Should it pass a law just 
making it illegal for people to integrate functions, or should there be 
some rules to the game, some minimum wages and some conditions 

Mr. Bicker. W hy it started it with the Packers and Stoc kyards 
Act and the consent decree. Certainly we set up rules under which 
this free competitive market can operate and keep free and keep com- 


petitive. Then we used the enforcement arm of the Government and 
said to the packers: 





You have to obey these rules—you are out here in the retail trade, therefore 
you have advantages being in the packing business over your other retail com- 
petitors and you have to get out of the retail trade. 

Now we have forgotten all of this. Certainly we should bring the 
rules up to date. I mean, we could blow the whistle in terms of some 
consent decrees on the retailer. If it isn’t right for the packer to en- 
gage in the retail business, doesn’t the same legal line follow that the 
retailer has no right putting his competitor out over here with the 
same set of advantages and pressures by concentration of economic 
power and so forth that the packer had in the reverse relationship? 
Certainly if this principle is right, and I think it is, we ought to pur- 
sue it and apply it all down the line and force the retailer out of the 
processing business by consent decree, or otherwise, if we are not going 


to give in entirely to monopoly control in the entire food business. 
That is the basic decision. 


Mr. Brown. At the same time we have to exercise caution in inte- 
grating the functions too much in this regard. Farmers have histor- 
ically produced feed that they convert. into fowl and _ livestock. 
Therefore integration that combines feed and growing of poultry or 
livestock is more or less in the farm pattern, is it not ? 

Mr. Bicxen. Well, certainly, yes. The finished steer, fattened off 
at_ a thousand pounds, ought to be the farmer’s job. I mean, the 
retailer is merely coming in and buying lightweight cattle, and then 
skimming the cream, so to speak, by putting on that extra 100 or 200 
pounds. He is merely grabbing the part of the farm operation that 
belongs on the farm. So the feeding business, there should be no 
question at all, it seems to me, belongs with the land. And if we are 
going to keep people on the land, and this is the real issue—take this 
little lamb example here. If a lamb feeder doesn’t convert sugar beet 
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pulp and tops into some kind of profit, he does not have a balanced 
operation on his whole farm. I mean, this isn’t just the lamb picture, 
this is just one of the phases of his keeping his farm in operation. So 
you destroy, by allowing the chainstore in its feeding operation, the 
whole farming operation, not just the cattle aspect of it. Because we 


all know in farming you need to feed, and you need cattle and sheep 
to balance your operation. 


Mr. Brown. Thank you. 

Mr. Avery. Well, the hour is getting late, Mr. Chairman, and I 
do not have many questions. I had one or two things I wanted to ask 
Mr. Bickel. 

No. 1 is that I noticed on this chart that you submitted in your 
statement showing the increase in direct buying of sheep and cattle 
at the Denver market, you did not include hogs. Is there any par- 
ticular reason for that? Because actually the pattern of direct buy- 
ing first was evident in the hog market. 

Mr. Bicxen. Yes, and again I am afraid I am too much of a pro- 
vincial to be a good witness, sir, on that. We are not a very big hog 
market in Denver. We arenotacorn area. And I wish we had those 
figures to add to this because I am aware of what you say—it started 
there really. 

Mr. Avery. Are you familiar with the direct buying pations in 
the hog market at all? Have you given that any study? 

Mr. Bicxen. Yes. 

Mr. Avery. Isn’t it a fact that the direct buying of hogs has de- 
creased over the past 20 years? It has gone up, and then has gone 
back down again. 

Mr. Bicxet. I cannot answer this, I am not that much of a 

Mr. Avery. I cannot recall that I have seen any figures on that. 
From what I have observed, direct buying in the hog market was 
involved during the thirties, and probably reached its climax in the 
forties. As I observe it now the packers have sent their buyers out 
into the country to community sales, and direct buying on the farm, 
too, to the extent that I would be reasonably sure there were less hogs 
bought direct at a fixed price at the slaughterhouse than there were 
in the forties. 

Mr. Bicxen. This is quite possible. By the use of the country auc- 
tion markets you mean ? 

Mr. Avery. And it would be interesting to know if there is any 
trend there. It may be a cycle, this pattern buying goes through. 

Mr. Bickxen. There is this trend, and it is a very important point. 
I am glad it was brought in. Because the country auction, now that 
it is growing up, where these large buyers go out, needs all the regu- 
lation the terminal market had if we are going to keep it fair. There 
is. a whole realm of bad practices in the country auction because we 
have not had money in the packers and stockyards division to even 
supervise them. 

Mr. Avery. That is exactly right. Each State has taken over super- 
vision on a very superficial scale, but not to any extent where prices 
are involved. 

Mr. Bicxet. That is right. 

Mr. Avery. As far as the state of the health of the livestock is con- 
cerned, Kansas does a pretty good job policing. But when you get 
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into your marketing practices, I think they have assumed no juris- 
diction. Of course there would be a matter of jurisdiction of State 
supervision if any of the livestock flowed in interstate commerce. _ 

Then there is a rather interesting point that went through my mind 
as you were giving your statement. When does, maybe not integra- 
tion, but combining, eliminating private enterprise, eliminating com- 
petition among the markets become good and when is it bad? I do 
not think you can conclude the disappearance of a separate market 
in every case is bad. For instance, your organization has probably 
a more impressive record than any. In my hometown we used to have 
three grain buyers, and one by one the Farmers Union bought them 
out and now we have no competition. Now we have one. And that is 
a pattern all over Kansas. I think probably the Farmers Union, at 
least cooperatives—they are not always Farmers Union affiliates—but 
at least farm cooperatives buy 80 percent of the grain in Kansas now. 
Now you would not say that was bad, would you? 

Mr. Bicxet. Would the cooperative group of farmers—— 

Mr. Avery. No, the point of eliminating competition among buyers. 
That is what we are eliminating. 

Mr. Bicker. I would say from the standpoint of the small inde- 
pendent elevator it was bad. You say when do you draw the line. 
You weigh whether the group of 500 farmers owning their own ele- 
ator is good or bad. Now in terms of patronage dividends being 
returned to the 500, you are at least keeping profit in the community 
to strengthen the community. From that angle—maybe this is one of 
the only answers to integration—maybe producers and small busi- 
nessmen, too, are going to have to enter into combinations to offset 
this type of competition. 

Mr. Avery. That is exactly the point I was going to make. I think 
we want to be careful in not condemning any practice, making any 
blanket indictment. It just might be setting a pattern that farmers 
and food producers are going to have to follow to maintain a profit- 
able operation. For instance, I was interested in your comments 
about the Colorado potatoes. I cannot conceive how, by legislation, 
unless Colorado wants to put an embargo on, which I am sure you 
would not want to do— 

Mr. Bicxen. No. 

Mr. Avery (continuing). You are going to stop the competition of 
potatoes coming in from California. The only way you are going 
to recapture your potato market is to try to find out how to produce 
them as cheap. 

Now as far as hogs are concerned, I hope you do not find that out 
because you buy a substantial amount of your hogs from Kansas, and 
your buyers from Denver are some of the most aggressive buyers we 
have at these community sales, and we think that is good. So it de- 
pends, of course, on just how it applies in any given situation, whether 
a practice is good or whether it is bad. 

And then on this matter of integration, the biggest integrator we 
have is the Consumers Cooperative Association of Kansas City. They 
have integrated almost everything in the supply line that farmers 
buy. Now certainly we cannot say integration is always bad for the 
farmer, because he has already integrated, and he thinks that is hie 
salvation. 
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Would you care to comment on that ? 

Mr. Bicker. Yes. Again I say this has been his only answer of 
survival. 

Mr. Avery. Would you agree, too, that integration is not always 
necessarily bad ? 

Mr. Bricxe. I think it depends on whether you integrate from the 
top down or the bottom up, too, and how you divide these areas of 
commerce. I mean, the farmer has done this, and I think you will 
agree he has integrated from the farm membership up to those serv- 
ices and goods that had to do with the production of food and the 
running of the farm. I mean, he has not gotten out into the drug 
business, as the druggist gets into the grocery business and so forth. 
He has integrated in terms of getting cheaper supplies to produce. 
And this is sort of our criteria of a good cooperative: Does it help 
him produce more efficiently? But even then, with the cooperative, he 
cannot match corporate concentration of money in the production of 
food. 

Mr. Avery. He what? 

Mr. Bicker. He cannot match the concentration of these great 
sources of capital in the production of food that private industry has 
been able to do through food chains. 

Mr. Avery. Well, of course, it would take him a while to do it. 
Although, just the other day I believe I read in the Consumers Cooper- 
ative publication—I do not recall the name of it—they had just bought 
a meat processing plant out in Iowa. I believe that is the first time 
a cooperative has gotten into that industry. So they are reaching out 
into another area. We have only had about, what, 20 years’ experi- 
ence, probably, so we do not know exactly just what overall and far- 
reaching effect there might be. 

Not to defend any of the integration as far as retail food distribu- 
tors are concerned, because I cannot think of anyone that I know that 
is in any way affiliated with a chainstore, but on the other hand, I 
imagine in acquiring the processing plants, and in some cases the 
source of selling for certain foods, they probably feel the same wa. 
that you have expressed yourself, Mr. Bickel, they probably feel they 
had to do that to stay in business. I think this needs a lot of careful 
thinking. I do not believe we ought to indict an economic practice 
without examining its effect at every level in our economy. 

But I want to associate myself with the chairman in congratulating 
you, Mr. Bickel, for your very fine presentation. I do not find myself 
In agreement with everything you have said, and naturally you would 
not expect me to be, but it represents a lot of careful study, and 
certainly a very clear and concise presentation of your subject matter, 
and for that I wish to thank you. 

Mr. Brcxet. Thank you. 

Mr. Brown. The committee is very grateful to you, Mr. Bickel and 
Mr. McDonald. We appreciate your coming today and it has been 
very interesting testimony. 
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(Mr. Bickel’s complete prepared statement is as follows :) 


INTEGRATION IN THE Foop PRODUCTION, PROCESSING, AND DISTRIBUTING INDUSTRY 
WitH Errects or SucH INTEGRATION UPON PRODUCERS, SMALL BUSINESSES, 
AND COMPETITIVE FREE ENTERPRISE 


Statement presented by George L. Bitkel, assistant to the president, Rocky 
Mountain Farmers Union 


We appreciate deeply the opportunity to appear before this committee on a 
matter so vital to farm and small business people as this problem of concentra- 
tion of economic power in the food industry. 

Farm producers, like small business folks, are gravely concerned with the 
merger movement and integration in the food industry with its concentration 
of farm markets in fewer and fewer hands. As farm markets are lost through 
merger and integration, the competitive price mechanism of the free market is 
destroyed, and as the competitive price structure is destroyed, competition it- 
self is destroyed. Such destruction of competition is replacing the historic 
function of supply and demand with a pattern of administered prices low to 
the producer of raw materials, disastrous to the small businessman, high to the 
consumer, and certainly alien to the American free-enterprise system. 

In the past both agriculture and the food business beyond the farm gate have 
been bulwarks of free enterprise and free competitive markets. Today con- 
centration of economic power in this food field is surely and effectively de- 
stroying many marketing practices which have insured through the years the 
competitive mechanisms which have protected consumers, producers, and small 
businesses in the field. 

Many small businesses are being forced into mergers or out all together, 
while many farm producers of food are being reduced to mere contractual low- 
paid pieceworkers on their own farms with no voice in determining, through 
bargaining in the free market, the price of their own products. 

At the same time savings possible to consumers through abundant production 
of food and fiber are not in many cases being handed on to them, but drained 
off in increasing profits taken by the food chains. 

Although Colorado is not as populous as many States, the recent acquisition 
of 26 Miller’s supermarkets by the National Tea Co., an international food 
cartel, and the further entry of this chain into the cattle feeding business, the 
packing business, the bakery business, and related trucking operations in Colo- 
rado, makes our State an excellent test tube for this committee’s study in 
searching out the economic problems facing small business concerns subjected 
to monopoly-type competition. 

My statement is confined to the integration taking place in cattle feeding, 
processing, and marketing on the Denver terminal market, one of the Nation’s 
largest cattle markets, and the effects of recent integration in egg and vege- 
table markets of Colorado. 


PACKER AND STOCKYARDS ACT 


Since meat constitutes 20 percent of the food business in the Nation, its avail- 
ability to every grocer on a competitive basis is of the utmost importance. 

At the end of World War I, abuses and unfair practices in the meatpack- 
ing industry led to the passage of the Packers and Stockyards Act of 1921, mak- 
ing it unlawful to— 

(a) Use any unfair, unjustly discriminatory, or deceptive practice or de- 
vice in the meatpacking industry. 

(b) To afford unreasonable preference or advantage to any person or 
locality in the sale of meat. 

(c) Sell or otherwise transfer to, or for, any other packer any article 
of meat or poultry for the purpose of apportioning the supply in commerce 
between any such packers, if such apportionment had the tendency or ef- 
fect of restraining commerce or creating a monopoly. 

(d) Sell or receive any article for the purpose or with the effect of mani- 
pulating or controlling prices, or of creating a monopoly in the acquisition 
of, buying, selling, or dealing in any article in commerce, or of restraining 
commerce. 
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(e) Engage in any course of business or do any act for the purpose or 
with the effect of manipulating or controlling prices in commerce, or of 
creating a monopoly in the acquisition of, buying, selling, or dealing in any 
article in commerce, or of restraining commerce. 

(f) Conspire, combine, agree, or arrange with any other persons (1) 
to apportion territory for carrying on business in commerce, or (2) to 
apportion purchases or sales of any article in commerce, or (3) to manipulate 
or coatrol yrices in commerce, or (4) conspire, combine, agree with any 
other persor. to do, or aid or abet the doing of, any act made unlawful by 
the above. 

The act further set up “rules of fair competition” to be administered by gov- 
ernment to insure free competition. 


PACKER’S CONSENT DECREE 


At the same time the Department of Justice brought action in 1920 against 
the four largest meatpacking firms, proving that they had complete control of 
the trade from producer to consumer. 

This Department of Justice action forced the meatpacking firms to, by agree- 
ment, divest themselves of ownership of stockyards properties and to refrain 
from the retail merchandising of meat and groceries. 

This consent decree still stands today, yet we have allowed a new and 
different generation of giants—the food chains—to engage in the same practices 
we found monopolistic on the part of large packers in the twenties. 

Not only do we permit the chainstores at the retail level, to engage in the 
meatpacking and food-processing business, we go a step further than the packers 
ever went and permit these giants to engage in farming and cattlefeeding. 

Certainly the same provisions of the consent decree applied to the meatpackers 
in 1920 should be equally applied to the food chains today, forcing complete 
divestiture of their food processing and farming activities which now give 
them monopolistic control in many phases of the food industry. 


O’MAHONEY-WATKINS BILL 


During the last session of Congress, as you, of course, know, the provisions 
for enforcement of the antitrust section of the Packers and Stockyards Act 
were transferred to the Federal Trade Commission by your action. 

Arguments favoring this legislation were that some chainstores were escaping 
antitrust action merely because they owned packing plants, thus placing them 
under the jurisdiction at that time of the Department of Agriculture. 

This weakness in the legislation has been corrected, and it is our hope that 
this committee will add its voice in insisting that the Federal Trade Commission 
move vigorously into the acceptance of its new responsibility in this field. 


THE DENVER TERMINAL MARKET 


In the Denver terminal market at the present time some large food chains are 
able to buy on the market when competitive bidding is light and prices are low, 
or stay out of the market when prices are firm, and bidding brisk. They are 
able to enjoy this advantage by the two devices of ownership and many con- 
tractual arrangements. 

First: The National Tea Co., owner of the National Food Stores, and recent 
purchaser of 26 Miller supermarkets in Denver and 3 independent markets in 
Colorado Springs, owns and operates the National Food Stores packing plant 
in Denver. Second: The same National Tea Co. owns large feedlots used as 
feeding and holding lots for market advantage. These lots, located within 22 
miles of the packing plant, make possible delivery within 2 hours on any day 
prices are such in the competitive market that it is an advantage to draw fat 


aa. from them. The pattern is clearly revealed in the following chart and 
table 
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Cattle and sheep slaughter at Denver, Colo.: Number, percent, and percent in- 
crease of head purchased on the Denver competitive terminal market ; number, 
percent, and percent increase of head purchased outside the Denver competi- 
tive terminal market, 1953-58, with projection to 1961 


Stockyard records 


1953 | 1954 | 1955 | 1956 | 1957 


CATTLE 


Total slaughter. __..........- 
Purchases outside competi- 
tive terminal market___-_- 










596, 547/634, 081/686, 760/732, 458/632, 511 


19, 266) 21, 469) 88, 043/145, 153|159, 277 
Annual percent increase ___}______- +11. 4/4310. 1) +64.8) +9.7 
I I I SE cies Sense cclirciomude alene sale edie PFE ccadateeedcenkccdekebebon 
Purchases on competitive 
terminal market ___.__-- 
Annual percent increase - __|_____-_- +6. 1] —23| —1.9] —19.4 
I a oe ee i el 
Percent total slaughter__._- 96.8} 96.6) 87.2) 80.1) 74.8 












723,000) 750,250) 777,500) 804,750 
267,000} 316, 500) 366,000) 415,500 


































SHEEP 






‘Tee Geer... .-.. =. ---2 
hases outside competi- 
tive-terminal market____- 
Annual percent increase __.}____._- +33. Diets Atal cians nitia inna Pike omnia 
5-year percent increase 


hases on competitive 

terminal market. _._____- 580, 500) 589, 750 
Annual percent increase ___|___-__- =O F087 7. SOR) 8h cee cance. 
oe met oo toe ee Ee ee Fe eee 


Percent total slaughter____- 89.1) 79.8) 82.9] 60.1) 60.8 7" 6~(6 Sl 4.1, 45.4 




























Source: Denver Union Stockyard company records. 








In the 8-month period between January 11 to August 30, 1958, the National 
Tea Co. purchased only 32.2 percent of its slaughter cattle through the competi- 
tive terminal market; more than two-thirds of its purchases were from its own 
feedlots or elsewhere. Throughout the period, purchases in the competitive ter- 
minal market were timed to take best advantage of fluctuating prices. When 
prices were depressed, National Tea took advantage of the free, competitive 
market and purchased extensively. In the 4-week period of February 8 to 
March 7, when prices were off, National Tea purchased 45 percent of its slaughter 
eattle in the competitive terminal market. In the succeeding 4-week period, 
as prices rose, National Tea purchases in the competitive terminal market 
dropped to 23 percent of its total. By June and July of the recorded period, 
National Tea was buying only 12 to 14 percent of its beef in the Denver terminal 
market; in the succeeding month, as prices dropped rapidly, National Tea bid 
competitively for 45 percent of its purchases. 

Ability of National Tea to enter or withdraw at will from competitive bidding 
in the free terminal market has a direct effect on terminal market prices. Such 
a price advantage simply means that this large international food chain enjoys 
all the advantages of the free terminal cattle market in Denver, with opportunity 
to be protected in its competitive bidding on choice cattle; but it contributes 
nothing to the maintenance costs of the free market facility, nor does it con- 
tribute in affording the market the advantage of its bidding on cattle when 
prices are where they should be to the producer. This large chain likewise es- 
capes paying its share to the promotion of meat sales through the National Live- 
stock Meat Board, as no payments have been received by the board on that 
percentage of the National Tea Co. slaughter that avoids the competitive market, 
which during an 8-month sample period noted above equaled 67.8 percent of 
their total Denver slaughter. 

Other large chains are also avoiding the competitive market. Other large 
chains although not owning their own feed lots in Colorado are engaged in prac- 
tices of varying degrees of avoiding the competitive terminal market in a man- 
ner similar to that of National Tea through contractual arrangement with large 
feed lot operations in the State. Largest of these fattens out some 80,000 head 
of cattle yearly, a figure equal to 11 percent of the total Denver slaughter. 

The effect of such practices on the Denver terminal market is vividly illus- 
trated in the following tables of cattle and sheep purchases in Denver. Despite 
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the strong, general growth of sales in Denver, purchases through the competitive 
terminal market have suffered an absolute decline in cattle and have remained 
roughly level in sheep. 

Cattle—In the period 1953 to 1958, cattle purchases in the competitive ter- 
minal market fell from 577,281 head to 456,000 head, a loss of 21 percent of sales. 
Simultaneously, however, cattle bought outside the competitive market, prin- 
cipally by food chains such as National Tea, have grown from 19,266 in 1953 
to 267,000 in 1958 an expansion of 1,285 percent. As recently as 1953, 97 percent 
of total Denver slaughter cattle was purchased through the Denver Union Stock- 
yards, a figure comparable to those of many years preceding. By 1958, however, 
the year of most recent record, purchases of slaughter cattle in the competitive 
terminal had fallen to 63 percent of total purchases. 

Purchases of cattle outside the competitive terminal market have increased 
at an average of 49,500 head annually in the 5-year period recorded in the 
table, or at the rate of 93 percent per year. Purchases in the Denver terminal, 
on the other hand, have declined at a mean rate of 22,250 head, or 4 percent, 
per year in the same period. If present rates of growth and decline continue, 
projections indicate that the food chains will have captured more than one-half 
the Denver slaughter cattle market by 1961. An inevitable result, and one al- 
ready felt in the Denver market, must be a weakening or destruction of the 
regulatory function of the Denver Union Stockyards in a primary western in- 
dustry, permitting further integration and monopoly at the expense of producer 
and consumer. 

Sheep.—Similar conditions exist in the Denver sheep market. In the recorded 
period, purchases of sheep in the free, competitive terminal market have in- 
creased by only 9 percent in years of strong growth in total sheep slaughter. At 
the same time, contract purchased outside the Denver terminal market have 
jumped by 642 percent. 

Purchase of slaughtered sheep in the Denver Union Stockyard fell from 89 
percent of the total slaughter, in 1953 to 55 percent in 1958. If, as in the cattle 
market, current rates of growth continue, inside and outside the competitive 
terminal market, the food chains will control more than 50 percent of the total 
sheep slaughter in Denver within 1 year—by 1960. The result here, as in cattle, 
will be a food chain stranglehold on the market. 


VERTICAL INTEGRATION IN COLORADO EGG BUSINESS 


Colorado egg producers, like producers in most States, are suffering from the 
lowest prices since the depression of the 1930’s. Small stores in rural and smaller 
town areas, once a collecting station for ranch eggs have been forced almost 
entirely from this business by the large chain buyers and vertically integrated 
egg production plants. 

Farm producers and small business handlers that do not own egg coolers are 
being rejected by the chain buyers, and farmers attempting to contract for out- 
lets are being told that unless they plan on 5,000 to 10,000 hens the store is not 
interested. 

One smaller producer modernized his plant 2 years ago at a cost of $15,000. 
Although his eggs bring a 2-cent premium and 31 cents a dozen, he reports that 
he cannot earn enough with 1,800 hens to pay for their replacement. 

Figures of the poultry and egg division of the Colorado Department of Agricul- 
ture reveal that it now costs $5.50 to $7 per laying hen to enter the egg produc- 
tion business. 

The Safeway Stores, Furr Food Stores, King Supermarkets and the United 
Dairies all maintain wholesale egg plants in Colorado in competition with small 
business firms now being pushed out of this field. 

The National Tea Co. maintains an advantageous position in the egg field 
through contractual arrangement with a new $2 million egg factory, the Colum- 
bine Poultry & Egg Farm, which is designed to produce 210,000 eggs a day, or a 
supply equal to more than 12 percent of the total State consumption of eggs 
at the present time. 

This company is the result of the integration of a feed company, a meat and 
poultry packer, and a large chain outlet by contract for eggs produced. (See 
attached accounts from the Denver Post and Farm Journal.) 

In an egg price survey conducted by the Colorado Department of Agriculture 
on March 25, 1959, it was found that the average markup on all eggs marketed 
in Denver on March 25 was 271% cents per dozen, a figure far in excess of the 
national average markup of 18 cents per dozen. 
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The survey revealed that in the case of Safeway, for example, Safeway, act- 
ing as the wholesaler, sold large grade A eggs purchased from the producer at 
26 cents per dozen to Safeway, the retailer, for a 15-cent-per-dozen wholesale 
markup. Safeway, the retailer, was then able to sell these same eggs to the 
consumer for an additional 8 cents per dozen retail markup. 

Furr Foods, a second large chain operating in Denver, on the same day pur- 
chased, as a wholesaler, its eggs of the same grade for 26 cents also, selling them 
in turn to Furr Foods, the retailer, for an 18-cent-per-dozen wholesale mark-up. 
Furr Foods, the retailer, sold these eggs to the consumer for an additional 7 
cents per dozen retail markup. 

Safeway and Furr Foods, paying themselves as wholesalers an average of 
16% cents per dozen above the farm price were able to retail these eggs at an 
additional 7144 cents for a total spread above the farm price of 24 cents per 
dozen. 

Eighteen independent retailers surveyed on the same day, having paid an aver- 
age of 15 cents wholesale markup above the farm price, found it necessary to set 
their retail price at 26 cents per dozen above the farm price, or 52 cents. While 
the two chains surveyed were able to realize a total markup above the farm price 
of 24 cents per dozen, they were able to sell to the consumer at 2 cents per 
dozen less than the independents who were able to realize only the retail markup 
of but 11 cents per dozen. (See accompanying Colorado egg price survey.) 


EFFECT ON THE CONSUMER 


The effect of integration in market operations in one phase of the food indus- 
try, the sale of lamb, is shown graphically in the figure following, “Growing 
Share of Consumer’s Lamb Dollar Taken by Retailer and Packer, 1957-58.” 
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In the 7-month period, June—December 1958, inclusive, producer prices dropped 
from a midyear high of $25.67 per hundredweight, including pelt credit, to $19.81 
per hundredweight at year end. Retail prices, on the other hand, administered 
with little reflection of supply and demand, remained level throughout the whole 
period, actually reaching a high of $33.96 per hundredweight in November, the 
month of lowest producer price receipts for the entire year. At this moment of 
highest consumer costs for lamb on the retail market, it should be noted, lamb 
feeders in the Rocky Mountain area were suffering an average loss of $3 to $5 
per head on a glutted market. 

The combined effect of the glutted lamb market and high administered retail 
lamb prices resulted, of course, in strikingly increased profit margins for packer 
and chain retailer. During the 7-month period referred to above, the cut of 
the consumer dollar taken by packer and retailer for lamb rose in each succes- 
sive month from 22 percent in June to 48 percent in December. Such pricing 
practices are in direct contradiction to the large food chain’s contention that 
bigness and chain methods of operation benefit the consumer pricewise. 


THE COLORADO PRODUCE MARKET 
















































Produce growers and small businessmen engaged in the handling of potatoes 
and other produce in Colorado are facing many equally grave problems of in- 
tegration of the wholesaling and processing functions of their operations under 
the control of large-scale retailers. 

The integration by the same large-scale retailers of even the farm production 
phase of the produce business in some Western and Southern States through 
corporate farms is now enabling them to competitively use the production from 
corporate farms in such States as California and Arizona to depress producer 
prices in States that have not yet succumbed to corporate farming. 

In the chart following we feel evidence is revealed showing that dumping of 
potatoes, for example, on the Denver market is timed to coincide with the exact 
days and week Colorado’s early Gilchrist potatoes start arriving in the city. 

Last August prices in Colorado for early potatoes No. 1, USDA grade were 
forced down to 28 percent of parity or 70 cents per hundredweight. Prices for 
=) No. 2 grades were pushed as low as 14 percent of parity to the producer. 

The large retail chains were the largest importers of California, Washington, 
Oregon, and Idaho potatoes during this period in the Denver market. Some 40 
carloads went to these outlets in the week of August 1 through August 9 alone, 

Shelf and bin space in large retail stores often featured the out-of-State 
potato, and in 90 percent of the stores surveyed at least one-half of the stores 
bin space was devoted to merchandising out-of-State potatoes. 

If Colorado lacked strict marketing orders governing quality, and size, or if 
the Colorado potato product were inferior such practice might find justification. 
Neither is the case, however. 


A check of freight charges on potatoes shipped in at this time revealed an 
average of 90 cents charged. 

As a result of heavy retail promotion of these out-of-State potatoes, there was 
a slight price advantage over the locally produced crop, but this price advantage 
averaged little more than the added 90 cents freight charge for shipping the 
potatoes into the Denver market. 

Similar examples of increasing shipments of lettuce into the State from Cali- 
fornia and Arizona by the chain retailers just as the Colorado product, a high 
altitude product of exceptional fine quality, came onto the market resulted in 
forced destruction of some 10,000 acres of San Luis Valley lettuce for lack of a 
market. 

Onion growers, and small vegetable growers and their marketing organization 
are faced each season with heavy competition from the California corporate 
farms selling through the chain outlets of the State. 

The Denver Grower’s Market, an organization of vegetable growers and small 
independent handlers reports a gross loss in volume of $2 million yearly. As 
this terminal market has declined in the past 5 years, some 300 producer-members 
of vegetables have been forced to quit. 

When the market is destroyed entirely there will be no market buying unit 
left for the remaining independent grocers now buying there, nor will there be 
any outlet left the producers save the large retail chains, at their prices. 


Mr. Brown. Now we have a gentleman from Maryland, Mr. Stuart 
L. Baltimore of Dairyland Foods, Inc. 
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Mr. Baltimore, we are glad to have you with us. Do you have a 
prepared statement ? 

Mr. Barrimore. No, I do not. 

Mr. Brown. Would you just sit down there and tell us your experi- 
ence in this food field ¢ 


STATEMENT OF STUART L. BALTIMORE, PRESIDENT, DAIRYLAND 
FOODS, INC., WASHINGTON, D.C. 


Mr. Bautrmorr. About 3 years ago there was a company here called 
Carlin Creamery Co. at 1100 E Street, SW. Foremost Dairies bought 
out, I think, June Dairies- 

Mr. Avery. Mr. Baltimore, could you please speak up alittle? We 
are having difficulty hearing up here. 

Mr. Batttmore. There was a company called the Carlin Creamery 
Co. at 1100 E Street SW. This company sold out to the June Dairies. 
It was a small company, the same as I had, and they sold out to the 
June Dairies. And later on, about 3 years ago, approximately, Fore- 
most Dairies bought out the June Dairies. 

About 4 months ago Foremost Dairies came in here with a whole 
bunch of salesmen, at cut-rate prices, wholesaling eggs to hotels, res- 
taurants, institutions, and stores. They came in here and put a lot of 
men on the street selling at cut-rate prices in order to get into these 
various places. So they went to any number of accounts of mine, and 
I met the prices. In order to meet the prices, I have to lose money. 

One account, in particular, was the Dade of Agriculture, the 
Welfare Recreation Association operated by the employees of the 


Government, that are paid to operate the cafeteria. And they sold 

eggs at 6 cents over the market. Now I buy eggs out of Pennsylvania, 

and out of the West. Out of the West I pay one over the market; 

out of Se I pay two over the market. I have a 414-cent 
] 


cost for candling and grading. I have to deliver them, haul them 
in the place, haul them out and refrigerate them. 

If this keeps up, none of us around here can last. 

I do not know anything else that I can say. I mean, you asked 
me to cut the time short, but that about sums it up. It is strictly 
a cut-rate deal, where they are just putting everybody out of business. 

I went to my Congressman, and he looked it up and he tells me 
that Foremost Dairies is already under indictment in a good many 
places for the same thing. So I just wanted to see if there was any- 
thing that could be done about it. 

Mr. Brown. Mr. Baltimore, we are delighted you came over here 
to tell us about this. 

Now let me get it straight. You say that Foremost is paying pro- 
ducers of eggs 6 cents above market price ? 

Mr. Barrrmore. They are selling eggs at 6 cents over the market 
price to receivers, institutions, hotels, restaurants or whatever it 
might be. 

Mr. Brown. And you contend that that is below their cost ? 

Mr. Battrmore. I would think so. I do not know that. I mean, 
their buying price would not be any cheaper than what my cost is, 
and then they have overhead, trucks, deliveries and the processing of 
these eggs, getting them ready to ship. And of course today you cer- 
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tainly cannot pay candlers to candle eggs. You pay the Government 
a fee every month to inspect them and deliver them at 4 cents over 
your cost. 

Mr. Brown. Now these sales are being made to wholesalers ? 

Mr. Bartrmmore. Wholesalers; that is right, sir. 

Mr. Brown. And to restaurants and others 

Mr. Batrimore. Hotels, restaurants, institutions. 

Mr. Brown. Now have you lost customers as a result of this 
practice ? 

Mr. Battrmore. I have cut my prices. They took all the cheese 
business away from me up there at prices that left me a cent profit, 
which I just could not cope with at all. On the eggs I can come 
pretty close to breaking even, or losing a little bit. I do not get any- 
thing on my investment at all—nothing. And that is not the only 

lace. I am just telling you, there are loads of places where they 

ave done the same thing. 

Mr. Brown. Well now, when they ran you out of the cheese busi- 
ness 

Mr. Bautrmore. They ran me out on cheese and I cut my butter 
prices. I am getting 114 cents a pound profit, gross profit, now on my 
butter. That is a $20 investment for 35 to 40 cents. I sell no cheese 
to this place. 

Mr. Brown. How long did it take this price war in the cheese busi- 
ness to get you out of business ? 

Mr. Bartrmorer. How long what? 

Mr. Brown. How long did the cheese war go on before you got out 
of the cheese business ? 

Mr. Bauttmore. That went on for about 4 or 5 weeks. 

Mr. Brown. Is there a cheese price war still going on? 

Mr. Battrmore. They have the cheese. I do not even quote them, 
but still sell some cheese to other places. 

Mr. Brown. What has happened to the price since you got out? 

Mr. Battrmore. That I do not know. 

Mr. Brown. And this egg price war has been going on how long? 

Mr. Battrmore. For some 3 months. 

Mr. Brown. Mr. Baltimore, I am sure you understand—and counsel 
can explain it much more clearly than I—under existing law a price 
war that has as the intent the elimination of competition is illegal 
under the antitrust laws. 

Mr. Battrmore. Yes, sir. 

Mr. Brown. Isthatalayman’s statement of it? 

Now what must be established is whether the intent is to eliminate 
competition or not. Are you convinced in your own mind that the 
intent is to eliminate competition ? 

Mr. Battrmore. Yes, sir. 

Mr. Brown. I for one on this committee would like to refer this 
case to the Federal Trade Commission immediately. 

Mr. Avery. Or the Department of Justice. 

Mr. Brown. Counsel has one question to ask you. 

Mr. MacInryre. I believe you told us a few days ago, Mr. Balti- 
more, you are engaged, not only in the sale of eggs, but poultry as 
well? 

Mr. Battimore. That is right, sir. 
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Mr. MacIntyre. And you told us something about the pricing of 
turkeys back last fall by Safeway, what they paid for them, and what 
they sold the turkeys for. Will you tell the committee about that? 

Mr. Baurtrmore. Safeway, on any number of occasions, during 
Thanksgiving and Christmas, has bought turkeys and paid more than 
what they sold them for, according to information I received from 
people who sell to Safeway. I do not sell to them. 

Mr. MacIntyre. Tell us what those prices were they paid. 

Mr. Baurimore. I do not recall the prices. 

Mr. MacIntyre. Do you remember telling us that they paid 46 
cents and sold them for 38 cents ? 

Mr. Battimore. Something like that, yes, sir. 

Mr. MacIntyre. And that was in this Washington area ? 

Mr. Battrmore. Yes, sir. 

Mr. MacIntyre. In which you are operating ? 

Mr. Battrmore. Yes, sir. 

Mr. MacIntyre. That is all. 

Mr. Bauttmore. They have chickens, they advertise chickens, for 
27 cents and we pay 2714. 

Mr. Brown. Mr. Baltimore, we do thank you very much for coming 
before the committee. 

Mr. Avery. Mr. Baltimore, you said that this dairy was selling eggs 
wholesale, as I understood you, at only 6 cents a dozen over their 
cost—— 

Mr. Bartrmore. No, I did not say that. I said they are selling them 
6 cents a dozen over the market. In other words, we go by a market, 
a New York market, which is published every day. It isa price sheet 
that we go by and we buy eggs on the basis of the quoted price. 

Mr. Avery. Is that what you call the base price ? 

Mr. Batrtrmore. And we pay a cent to 2 cents over that quoted price 
for various grades of eggs. And on graded eggs today, the market on 
eggs today is 3714 cents, and I paid 39%. So that I paid 2 over. 
Now, if we would sell them at 6 cents over, I would only be getting 4, 
and my cost of handling them is 514. 

Mr. Avery. If it is a fair question, what is an established figure for 
a reasonable margin over the market and your wholesale price? 

Mr. Batrtmore. Well, a normal spread should be, to make any kind 
of a profit at all, 8 to 10 cents over. 

Mr. Avery. That is what I wanted to know. Thank you. 

Mr. Brown. Thank you, Mr. Baltimore. 

I notice we have with us this afternoon Representatives Byron 
Johnson of Colorado and Phil Landrum of Georgia. 

Weare very glad to have you with us. 

Also, we have now before the committee Mr. Frank Frazier, execu- 
tive vice president of the National Broiler Council of Richmond, Va. 

Mr. Frazier, we are delighted to have you and would you come for- 
ward, please? 

Mr. Frazier, thank you very much for coming. 
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STATEMENT OF FRANK FRAZIER, EXECUTIVE VICE PRESIDENT, 


NATIONAL BROILER COUNCIL, RICHMOND, VA., ACCOMPANIED 
BY JOHN T. SHERRILL 


Mr. Frazier. Mr. Chairman and members of the committee, I have 
with me Mr. John Sherrill from our staff who I would like to have as- 
sistance from in showing some charts to the members of the committee. 

Mr. Brown. We are glad to have you, Mr. Sherrill. 

Mr. Suerritt. Thank you. 

Mr. Frazier. Your committee recently requested the National 
Broiler Council to send a representative to this hearing to present a 
discussion or pricing practices of food retailers. We are glad to com- 
ply, hoping such a discussion will prove beneficial not only to the com- 
mittee but also to retailers and consumers. 

Without question, the pricing practices of food retailers are a major 
issue today in the broiler industry. To understand why, means ex- 
tending an analysis beyond the current severe economic pressures 
brought on by a prolonged period of low prices, and going deep enough 
to find out about the foundation upon which this industry was built in 
the first place. 

The rapid growth of the broiler industry in recent years is already 
well known—from 310 million only 12 years ago, to 1,700 million birds 
in 1958—a record unmatched by any other major phase of American 
agriculture. Back of it was the rapid and widespread application of 
modern technology that resulted in meat-type chickens of better qual- 
ity at a lower cost. Advancements in production, coupled with mark- 
eting improvements, caused production to set new records year after 
year. 

This progress was having a revolutionary effect beyond the broiler 
producer. Here’s what it meant to the average factory worker, for 
example, in relation to a competitive meat, as described by our im- 
mediate past president, Joe Fechtel, in an address last March at our 
annual conference in Dallas, Tex. 

“As you see,” he said, “in 1925 the wages from 40 minutes of labor 
was required to buy a pound of round steak.” Exactly the same 
amount—40 minutes—was required to buy a pound of chicken. In 
1958, 33 years later, this time was reduced to 29 minutes for round 
steak—a decrease of 28 percent. But look what happened to chicken. 
The time was reduced to only 13 minutes—a 65 percent decrease. And, 
I might say here, this is figured on chicken at favorable prices to the 
industry. With the prices we have experienced these past 6 months, 
this time will probably be reduced to about 10 minutes in 1959. 

Mr. Fechtel meant to say, “These figures not. only illustrate the 
rapid progress of your industry: they also symbolize the fact that 
this progress has far exceeded that of competitive meats. Now, just 
how has our industry utilized the results of this progress? Granted, 
improved technology brought the industry to the forefront: sciontifi- 
cally, but what’s missing to cause so many to take a road that seems 
to be leading to the very brink of bankruptcy? To better understand 
this situation, we need to examine what has been happening on the 
marketing side.” 

He pointed out that, “As production climbed, per capita consump- 
tion increased—farm prices dropped even in the face of a rising price 
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trend for most all other products. <A close look at the recent past 
tells the story.” 

As you can see from the chart, “Production has doubled since 1952. 
It increased from 800 million to 1.7 billion annually. This resulted 
in the per capita consumption climbing from 11.7 pounds in 1952, to 
21.7 in 1958. In the same period the average farm price dropped 
from 28.8 cents to 18.4 cents. Our industry has been purchasing in- 
creased per capita consumption with price. We could do so profitably 
for a good part of this period, because production efficiency lowered 
costs rapidly. These lower costs were passed along to consumers who 
responded by increasing consumption to prevailing production levels. 
Therefore, instead of the industry adjusting production to a so-called 
normal consumer demand, the industry was actually using price to 
force the. consumer to adjust consumption to soaring production 
levels.” 

As you see with lower and lower prices year after year, bringing 
about higher and higher per capita consumption, it would seem 
logical to conclude that the basic law of supply and demand still reigns 
supreme, and certainly those in the broiler industry these days will be 
quick to add that the old law of diminishing returns is equally 
realistic. Is the current dilemma confronting the broiler industry 
just that simple? 

Overproduction, some claim is the cause of low broiler prices, and 
all that’s needed to get out of the red into the black is for our industry 
to put its own house in order. They place emphasis on supply alone, 
and say low prices are caused by simply growing too many chickens. 
In a free market, however, price is the result of two factors, not just 
one. So demand as well as supply comes to the forefront to play a 
key role. In the broiler industry we are especially conscious of the 
importance of demand because the demand for chicken hits a seasonal 
peak in midsummer and is at its lowest levels for the year during early 
winter. Consequently, (as you can see from the chart) broiler prices 
in 1958 were more favorable when supplies were the largest of the 
year, and prices were lowest when supplies were smallest. A seasonal 
shift in demand was greater than the seasonal change in supply and 
that made the difference, so apparently the law of demand and supply 
still functions. 

And since the supply part of this law is decided by those in the 
broiler industry, let’s take a look at the volume of production result- 
ing from their decisions. Last March, when the number of broilers 
being grown was more than 23 percent above levels for the same time 
a year ago, our board of directors approved action calling for “each 
member to examine their individual situations and do that which to 
them seems necessary and desirable to bring a more realistic balance 
between production and consumption.” As you can see from the blue 
line, dark blue line there, a reversal of production trends in the indus- 
try soon followed, and so great was the economic squeeze that the 
number of chicks placed has dropped until they are now 7 percent 
under 1958 levels, a net change in just 3 months of nearly 30 percent 
in comparison to the same periods a year ago. 

In view of this drastic change in the production pattern, which 
was on a scale unprecedented in the history of the broiler industry, it 
became necessary for a sizable number of breeder hens to be sold 
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because there was no longer a satisfactory market for hatching eggs 
they were producing. To move these bro-hens through market chan- 
nels to consumers, the National Broiler Council in cooperation with 
publicity media, and our retailer friends, launched a nationwide cam- 
paign featuring them as an excellent buy for summertime eating, 
chicken sandwiches, chicken salad, and so forth. 

It is therefore quite clear that the broiler industry in recent weeks, 
has made major adjustments in supply to get out of the red, but 
will demand factors going along with these changes enable the broiler 
industry to get back into the black ? 

This raises the question : Who controls demand ? 

Since demand reveals consumer response, it would be logical to 
conclude that it is the consumer who controls the demand for broilers. 
But that isn’t the whole story. The consumer demand for chicken is 
quite elastic, and varies a great deal according to circumstances pre- 
vailing at any given time, as you have already seen, 

To an important degree the broiler industry itself influences con- 
sumer demand by offering a consistently high quality product at a 
reasonable price, and by conducting promotional programs such as 
the Corn Crisped Chicken and Chick-n-Que campaigns which were 
designed to build demand by featuring more appetizing ways to 
serve chicken. 

In recent years the way some retailers have used price, has become 
an increasingly important factor in influencing the demand level both 
up and down. Some refer to it as a high-low system, and others call 
it the two-price system. In discussing its relationship to over-pro- 
duction Charles Vantress, Duluth, Ga., who heads one of the Nation’s 
largest breeding farms for meat type chickens, said, “I don’t think 
we know whether we are overproduced or not because the two-price 
system keeps the industry on a constantly controlled overproduction 
basis.” 

He said, “If strength is shown in the field, the flow is reduced to 25 
percent in stores by the too high price level. The backing up in the 
mdustry inventories certainly is then a surplus, but it has been proven 
over and over that a too low price (currently 29 cents per pound) 
moves more than the industry is producing. We can never say the 
industry is overproduced without questioning at what price to the 
consumer. We know that the industry is overproduced at 49 cents 
per pound in the stores. We know that the industry is underproduced 
at 29 cents per pound in the stores. No one can say what the maxi- 
mum price is at which all of our product will sell because it has never 
been tried.” 

Here is a chart that illustrates the two-price system Mr. Vantress 
described. 

The lower trend line you see is the weekly farm price producers re- 
ceived for broilers sold in the Shenandoah Valley in Virginia in 1958. 
The top line indicates the weekly retail price charged by a major chain 
in Richmond, Va. In contrast to the producer price the retail price 
fluctuations were very extreme. This chart does not represent an iso- 
lated incident. You can find a similar pattern in markets all over 
the country. 

If the sole purpose of these price specials were to sell more chicken, 
then many in our industry would be less apprehensive than at pres- 
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ent. Their greatest value to the retailer comes, not from the increased 
tonnage of chicken moved, but from increased store traffic. As a re- 
sult it’s not uncommon to find such sales scheduled even when there’s 
a shortage of chickens in the field, and sometimes when field condi- 
tions merit greater selling effort, you do not find very many “chicken 
specials” around. In fact on the previous chart, and I suggest you 
take another look at it, the retailer involved, did not feature chickens 
at all when farm prices were the lowest of the year. 

Mr. Brown. Excuse me right there, Mr. Frazier. If there is no 
objection, I think we should include that chart in the printed record. 

r. Frazier. I will be happy to. And if it meets with the approval 

of the committee, I will be glad to submit other charts as Sle 

Mr. MacIntyre. I would move the other charts be included, as this 
one, so that the witness’ testimony in the printed record will be clearly 
demonstrated by charts as well as text. 

Mr. Brown. Without objection. 

(The charts referred to are as follows :) 
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Mr. Frazier. Consequently, it should be quite clear to all that we 
are talking about a merchandising technique to help the retailer, 
and not the crash type of selling campaign designed to help the pro- 
ducer, now underway in the egg industry. The broiler industry, how- 
ever, has asked for and received retailer assistance with such cam- 
paign in years prior to 1956. 

During such surplus sales it was not uncommon to find growers 
holding Lesiiore 2 to 3 weeks beyond their normal market age and 
weight, before a sale could be found even at very low prices. For- 
tunately it has been several years since our industry has had that 
kind of a surplus. 

Mr. Avery. Could I interrupt there? 

As I understand that, you are saying that the surplus in 1956 to 
the industry is considered more burdensome than it is of the present 
time ? 

Mr. Frazter. I would not say that it was more burdensome than 
at the present time. Since 1956 the industry has not requested a crash 
type of selling campaign from the retailer. That is the meaning of 
that statement. 

Mr. Avery. All right. 


- 
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Mr, Frazier. In any discussion of the so-called two-price system, 
the low price seems to come to the forefront. Our primary concern, 
however, is the high price, because as soon as the weekend special is 
over the retailer goes back to the “regular” price for the next 3 to 5 
weeks or so, which frequently involves margins two or three times 
those needed for profitable operations under normal circumstances, 
(This is illustrated by the shaded portion of the chart.) 

As you can see—and I wonder, John, if you can angle it just a little 
bit so I can see it, too—the green line, which is at the bottom of the 
yellow color, is the wholesale price of ready-to-cook chicken in New 
York City, plus 20 percent for the regular markup. I think it is safe 
to say that the retailers in Richmond, Va., can certainly buy chickens 
for a price not greater than retailers in New York City. So the green 
represents the wholesale price, plus a 20 percent retail markup, and 
the other line which is just above it represents a 40 a markup 
for the retailer. And as you can see, there is a good portion of the 
time there that the retailers are receiving a markup of 40 percent or 
above. The number of times that they go below 20 percent in their 
markup are very few. And perhaps one reason for that is that 
Richmond is a part of a State that has a loss leader law. In addition 
to that, you can see how closely the wholesale price follows the grower 
price in the Shenandoah Valley. 

Both independent and chain representatives acknowledge they use 
chicken as a hot special to draw greater store traffic, not necessarily 
to sell more chicken. In this way they can use chicken to increase the 
sale of the 5,000 other items. They usually compensate for any losses 
on such chicken specials in following weeks by taking profit margins 
so exorbitant that a sharp dip in chicken sales results. In this way 
some feel it becomes possible to charge the retailers’ cost of building 
traffic back to the broiler industry, whereas if stamps, for example, 
were used to build traffic then it would be necessary for their cost to be 
paid from sales of all grocery store products. 

You have seen how retailer merchandising techniques have affected 
both the broiler industry and the retailer. So let’s turn our attention 
tothe consumer. She naturally likes to make good buys, and is quick 
to respond to bargains offered. Not long ago this meant a price of 49 
cents a pound for ready to cook broilers—then 39—then 29, and now 
we are beginining to see some prices at 25 cents or in a few cases even 
lower. This raises the question of how the housewife measures meat 
values. and our retailer friends tell us she uses three criteria: (1) what 
she saw it advertised for last; (2) what she paid for the previous 
purchase; and (3) the prices of competitive meats. In view of these 
factors, when an abnormally high markup is superimposed on a low 
farm price, it becomes apparent that we are not as competitive as we 
should be pricewise in the eyes of the consumer. On the other hand, 
as price specials on chicken increase in frequency, the special price 
tends to become the regular price in the consumer’s mind. As a result 
the retailers use of price as a merchandising technique influences the 
consumer demand for a very substantial part of the total supply, and 
the volume moving through market channels in recent weeks to a major 
degree resulted from merchandising techniques being used. Sharp 
peaks and valleys in the movement therefore resulted. This was of- 
ficially recognized by the leaders of the broiler industry when they 
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met last March and approved the following resolution—a resolution 
which has since been also approved by State poultry associations in 


States producing more than half of the Nation’s total broiler crop, 
and I quote the resolution : 


The National Broiler Council board of directors believe currently used retailer 
merchandising and pricing techniques frequently block broilers from reaching 
the consumer in a free and orderly flow. These practices have evolved in a pe- 
riod of revolutionary growth and dramatic change in the broiler industry. These 
broiler industry changes have paralleled the development of new and equally 
dramatic changes in food retailing. However, this industry with all its modern 
technological advances and improved product, is being penalized by current 
retail pricing practices and it is our belief the retailer is jeopardizing his long- 
range profit possibility for this basic protein commodity as well. 

We therefore, recommend the following steps be taken: 

1. Trade organizations representing the retail food industry, chains and inde- 


pendents, should immediately be apprised of these facts in a positive and effec- 
tive manner. 


2. Immediate conferences should be called so National Broiler Council leaders 
can personally bring these facts to the attention of the highest leadership in in- 
dividual food retailing businesses in America. 


3. If no action is forthcoming through the above steps, then this industry must 
take immediate action through other avenues to remedy these practices. 

In fact, there are some in our industry that go even further as far 
as their views in this matter are concerned than our board of directors 
did in the resolution, and they asked whether retailers have the right 
to manipulate prices through the use of various merchandising tech- 
niques, or do retail prices become the business of a producer when such 
techniques threaten to destroy. 

Here is a chart that shows what they were talking about. 

The dark blue line indicates the available supply each week accord- 
ing to chick placement records a few weeks previously. Although 
it shows a rather consistent trend from week to week, it is an actual 
placement figure and not a moving average. ‘Che purple trend line 
represents the number of birds slaughtered from week to week from 
this available supply. As you can see, although price variations are 
minor in comparison, there is frequently 10 to 20 percent variation 
from week to week in slaughter—which on a fresh dressed ice-packed 
product is the best indication we have of consumer demand. Of the 
many factors influencing consumer demand, we believe it quite evident 
that among the most important are certainly the merchandising tech- 
niques of retailers. 

Let’s be more specific to get a better understanding of the National 
Broiler Council’s position in the present crisis. 

The National Broiler Council has not requested either Govern- 
ment price supports or production controls. In fact, the progress of 
the broiler industry has always been without such controls and sup- 

rts. 

The National Broiler Council has not recommended legislation, nor 
requested congressional hearings to even consider such a possibility. 

The National Broiler Council has not threatened court action of 
any type nor charged any retailer or group of retailers with antitrust 
law violations. 

The National Broiler Council has not asked retailers to stop fea- 
turing chicken as a good buy for their customers. Actually such 


sales properly conducted are of great value to the consumer, the re- 
tailer, and the broiler industry. 
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Our position is quite clear. We would ask simply that retailers 
reflect the farm price to consumers after taking a reasonable markup 
for their services and profit, in a manner that will result in a rea- 
sonably smooth and orderly flow of our product to the consumer. 
In this way if too many chickens are being produced, lower prices 
oe the consumer will tell our industry to put the brakes on pro- 

uction. 

We believe such an objective can be achieved within the framework 
of sound business principles. In fact, there is already evidence of 
encouraging progress in this direction as a result of cooperation we 
have received from progressive minded retailers. In summary all we 
ask is a favorable climate in which we can solve our own problems. 

Thank you, Mr. Chairman. 

Mr. Brown. Mr. Frazier, that is a very fine statement. 

When the live broiler price to the producer is 15 cents a pound, 
using historical markups, what should the consumer price be? 

Mr. Frazier. Mr. Chairman, a quick way to figure it would be: 
Approximately a third of your live price is required to compensate 
for your shrinkage in the processing operation, so that would bring 
the dressed carcass to, say, 21 or 20, or closer to it. On top of that you 
would add 5, 514 cents per pound for the cost of packaging and labor 
in processing the bird, which would bring it in the neighborhood of 
25 to 2514 f.o.b. the plant. Depending on the distance you would 
ship that product, you would add anywhere, say, from 1 to 3 cents. 
And normally, I believe it is true, that retailers figure approximately 
20 percent markup on their cost. So if they have a cost of 27 cents, 
and they get a 20 percent mark—you are probably ahead of me already 
on your figuring. 

Mr. Brown. I come up with a figure of 3314 to 35 cents a pound? 

Mr. Frazier. That would likely be quite close to it, Mr. Chairman. 

Mr. Brown. Now in your testimony you stated that even during 
these times of depressed broiler prices at the producer level, there 
have been prices of over 40 cents, and sometimes as much as 50 cents 
a pound on dressed broilers at the store; is that correct ? 

Mr. Frazrer. You mean 40 percent or 40 cents? 

Mr. Brown. 40 cents. 

Mr. Frazier. Well, retail store prices are well illustrated, in this 
graph here. 

Mr. Suerrity. 50 isthe top of this line. 

Mr. Brown. I have before me a letter from Mr. Kreisler, of Wil- 
limantic, Conn., in which he says: 

On Friday, June 5, 1959, I visited Stop & Shop and First National Super- 
markets and saw them selling broilers ready to cook for 49 cents a pound. 

The A. & P. supermarket here did not have any chickens on display the same 
day, June 5, that I visited the Stop & Shop and First National, but they ran a 
3-day sale before June 5 for 29 cents a pound. 

And he says that they went back up to 49 cents a pound after the 
sale. Now is that a pattern that is fairly general ? 

Mr. Frazier. It is a pattern, Mr. Chairman, that is fairly general 
among some of the retailers. I think the only question is one of 
degree. He used an illustration there where the total price spread 
was 20 cents a pound. It is not always quite that much, but there are 
instances where it is even greater than that. It is a part of this two- 
price system that we were talking about. 
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Mr. Brown. And your allegation is that in the two-price system 
a high price is too high, not necessarily that the low price is too low, 
is that correct ? 

Mr. Frazier. That basically is it. Because if the retailer reflects 
the farm price to the consumer, and if our industry is producing more 
broilers than the consumer desires, and she pays a lower price as a re- 
sult, and that lower price is reflected back to us, why then we know 
as an industry to put the brakes on production. But how do we know, 
in view of the strong influence of merchandising techniques on total 
market movement, when we are overproduced? How do we know 
what the consumer wants ? 

Mr. Brown. Now have you had any conferences with the major 
national chainstores about this problem ? 

Mr. Frazier. We visited with several of them, yes, Mr. Chairman. 
And it seems as though, as I mentioned earlier, encouraging progress 
is being made. Because I do not believe there is quite the sharp dif- 
ference there was at one time. Now of course, it is very difficult to get 
accurate statistical data from all parts of the country, but I know that 
some have reexamined their policies and made changes that are quite 
reasonable. 

Mr. Brown. Now has that been a recent move ? 

Mr. Frazier. I would say within the past month to 6 weeks even. 

Mr. Brown. When you brought this matter out in the open at the 
National Broiler Council’s meeting this past year, and it was given 
widespread publicity, was that the factor in the change of policy? 

Mr. Frazter. I am not sure that I understand your question. 

Mr. Brown. Well, this two-price system was given considerable pub- 
licity after your National Broiler Council convention, isn’t that 
true ? 

Mr. Frazier. Very true. 

Mr. Brown. Now do you have any tangible evidence that the dis- 
— changed their policies any after that publicity was re- 

eased ? 

Mr. Frazier. I think there is some evidence to indicate they did. I 
am not prepared here right now to completely document it. 

Mr. Brown. When you have found a supermarket, or a string of 
supermarkets, pricing broilers at 45-49 cents, when you felt that that 
was too high for what the producers were getting for the broilers, 
have you gone to any of their competitors and said, “Hey, let’s beat 
these people over the head with some lower boiler prices” ¢ 

Mr. Frazrer. No, we have not used that approach, I must confess 
Mr. Chairman. However, we have talked with several different retail 
companies about this problem, and I think they recognize it as a 
problem now. Surely they do. 

Mr. Brown. Have you had any indication in the last week that this 
policy is going to be changed ? 

Mr. Frazter. I do not know of any developments quite that recent; 
no. 
Mr. Brown. Did you meet with some of the chainstores in Washing- 
ton recently on this subject ? 

Mr. Frazier. Yes. 
Mr. Brown. What did they tell you? 











SMALL BUSINESS PROBLEMS IN FOOD DISTRIBUTION 263 


Mr. Frazier. You mean about the two-price system that we are 
discussing or 

Mr. Brown. Yes. 

Mr. Frazier. Well, for the the most part they listened instead of 
told. They listened to the industry’s point of view, and after hearing 
the industry’s point of view, said they felt they had a much better 
understanding of the problem than they had before and seemed ap- 
preciative that the in ustry explained its point of view to them. 

Mr. Brown. Was Mr. Wallace Flint of the National Association of 
Food Chains present at the meeting here in Washington? 

Mr. Frazier. No, sir; he was not. 

Mr. Brown. Were there representatives of what we call the major 
national chains present ? 

Mr. Frazier. Yes. 

Mr. Brown. Such as Safeway and A. & P. and so forth? 

Mr. Frazier. Well, the retailer representatives who were in attend- 
ance at the meeting were Safeway and also First National Stores. 

Mr. Brown. Did they have any reaction at all to the problem that 
you outlined ? 

Mr. Frazier. Well, they of course endeavored to outline their side 
of the problem, and how they endeavored to meet competition. They 
also brought out the fact that they were not permitted, under legisla- 
tion, I judge, to discuss margins and prices Solees their competitors, 
so they did not get into that type of discussion. 

Mr. Brown. Now I can understand the urge to meet competition on 
these 29-cent specials, but now I get a little Tost when broilers should 
be selling for 34-35 cents, and a store sells them for 49. How is that 
meeting competition ¢ 

Mr. Frazier. I think you raised a very good question. 

Mr. Brown. Mr. Avery. 

Mr. Avery Well, Mr. Frazier, I want to say that it is refreshing to 
have some trade association come before Congress and not ask for any 
protective legislation, not ask for any price supports or any of the 
other conventional things trade associations usually plead before a 
congressional committee. 

I might say, too, that it seems to fall into a pattern for your State 
of Virginia. Not many weeks ago there was a joint hearing by a sub- 
committee of the Small Business Committee and the Committee on 
Agriculture on some problems affecting poultry, not necessarily 
broilers, and we had quite a long line of witnesses before us, not from 
Virginia, that were seeking both support prices and controls and every- 
thing that went with it. 

I made some comment of caution in comparing the poultry industry 
to the wheat industry, as it is now encountering a similar circumstance 
to what the wheat industry faced 25 years ago. We’ve had both; we 
had controls and we had price supports, and now we find ourselves in a 
worse situation than where we were 25 years ago. It was quite 
yen to me to have a letter from, not a broiler association, but the 

irginia Poultry Association, I believe, with a statement that certainly 
they felt they would work out their own problems if they were left to 
solve them in a free market, and took a very dim view of any interven- 
tion into the operation of free markets by the Government. 
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How long has it been common for chainstores to use broilers as a 
commodity to increase front-door traffic? Is that a relatively new 
trade practice ? 

Mr. Frazier. It seems to have become a lot more prevalent just with- 
in the past 2 or 3 years. And perhaps there are several good reasons 
for it. One, of course, is that it is a commodity that is commercially 
produced in volume, and you can get a supply from some of the larger 
production areas without too much difficulty. 

Another factor that ties in is, as brought out earlier here this after- 
noon, in relation to other foods available, we feel chicken is just a 
real, real good buy for the consumer. 

Mr. Avery. Well, would another reason be because it is becoming 
increasingly standardized? The idea in mind is that broilers are 
processed, packaged, and frozen, and you do not examine them very 
much. You pick up a package and see how much it weighs, and that 
is about as far as the housewife goes, whereas 10 years ago, a broiler 
was a rather rare thing on the market, in that description. 

Mr. Frazier. Well, it is becoming standardized really in two ways. 
First of all, just to give an example, if you were buying a Cadillac, 
you would expect to pay a Cadillac price; if you were buying a 
Chevvy, you would expect to pay a Chevvy price. But the economics 
in the broiler industry are such that the better the quality the lower 
the production cost. So, consequently, we have standardized high 
quality, I think, to a very major degree in the broiler industry. 

The second factor is this, and that is the retailer in selling broilers 
can sell an entire carcass as a part of a price special, whereas with 
some of the other meats, they can sell only one particular part of the 
carcass, and if that moves faster than some of the other cuts, it creates 
problems for them. 

Mr. Avery. I think that isa very significant point. 

One more question. I am sure you heard Mr. Bickel testify awhile 
ago about the increasing apprehension on the part of the Farmers 
Union, or the farmers organization anyhow, over the acquisition of 
processing plants, particularly meat processing plants, by the retail 
food industry. And he mentioned even going down to the cattle feed- 
ing level. Is there any noticeable evidence in the broiler industry of 
the retail chains, or any other retail outlets, becoming financially 
interested in broiler production ? 

Mr. Frazier. We have heard some rumors, but so far as I know 
they are still in the rumor stage. 

Mr. Avery. Well, it has not gotten to the point where the industry 
has become concerned about that ? 

Mr. Frazier. No. 

Mr. Avery. That is all, Mr. Chairman. 

Again, let me thank you for your statement. 

Mr. Frazier. Thank you. 

Mr. Brown. Committee counsel would like to ask a question. 

Mr. MacIntyre. I would like to ask Mr. Frazier a question or so. 

The chairman asked you about this 15-cent live-weight price, and 
how that was built back into the price that determines the level of the 
prices for dressed poultry, and you stated how that is done, starting 
off with a third of the live price, say 15 cents, and adding a third of 


that to make 20, and then adding 6 cents f.o.b. plant. Do you recall 
that testimony ? 
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Isn’t it a fact, Mr. Frazier, that there is a formula quite generally 
used in determining that, and that it is referred to as the 73-percent 
formula? That is, the live weight is to be 73 percent of the dressed 
weight. On that basis a 15-cent live weight price would become 20 
cents for dressed weight, to which would be added 6 cents a pound? 

Mr. Frazier. Well, the formula is used quite broadly, quite widely, 
in trading in the broiler industry. The 73-percent figure that you 
mentioned, so far as I know, is the one that is almost universally ac- 
cepted. The 6-cent-per-pound figure on top of the 73 percent varies 
somewhat, Now with some it is 514 cents. At one time it was 5 cents. 
I do not know of any that are quite as low as 5 cents now—5l4 to 6. 

Mr. MacInryre. At Georgia it is 514 and it is 6 at 

Mr. Frazier. I do not know whether there is any regional difference 
or not. 

Mr. MacIntyre. Now I want to ask you this: How is that formula 
determined, when did it first come into use, and who first named it? 

Mr. Frazter. I wish I could answer that question, but I cannot. 
It has been in use for some time. The first time it came to my atten- 
tion, I guess, was some 7 or 8 years ago. I do not know, quite truth- 
fully, who started it. I presume it was arrived at as a result of bar- 
gaining between the buyer and the processor. 

Mr. MacInryre. Today the buyer names that, though, as the 
formula price that he is going to pay, for the most part; isn’t that 
right ? 

Mr. Frazier. They certainly do a lot of business on that basis; 
there is no question daa that. 

Mr. MacInryre. But it is a formula that is specified by the buyer 
and imposed by the buyer on the seller in most instances? 

Mr. Frazier. I really could not say whether it is imposed by the 
buyer on the seller or whether it is offered by the seller to the buyer. 
I know that, as far as some operations go, they seem to follow a rather 
uniform practice in dealing with their processors at large. 

Mr. MacIntyre. And, as you testified, you are in a buyers market? 

Mr. Frazier. Very definitely. 

Mr. MacInryre. So the price is being named by the buyer? 

Mr. Frazier. It usually is in a buyers market, At least they are 
in a position to wield the greatest influence. 

Mr. MacIntyre. And it is being named in accordance with the 
formula that has been discussed here in your testimony ? 

Mr. Frazier. I wish I knew how widely used that formula was. 

Mr. MacIntyre. But according to your experience it is rather gen- 
erally used ? 

Mr. Frazier. It is widely used in the industry. 

Mr. MacInrvyre. I believe that is all. 

Mr. Brown. Mr. Frazier, I want to thank you very much for some 
splendid assistance to the committee. And also I would like to make 
this comment. You must have a great product when it could be sold 
for 34 or 35 cents a pound and people can sell it in quantity at 49 cents 
a pound. 

Thank you very much. 

The hearing will be in recess until 2 p.m. tomorrow afternoon. 

(Whereupon, at 6:10 p.m., the subcommittee recessed, to reconvene 
at 2 p.m. Wednesday, June 24, 1959.) 
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